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Part  1 - Annual  Budget 


1.1  Mayor’s  Report 

The  Mayor  will  deliver  her  Budget  address  during  the  final  budget  meeting. 

1.2  Executive  Summary 

The  application  of  sound  financial  management  principles  for  the  compilation  of  Hessequa 
Municipality’s  financial  plan  is  essential  and  critical  to  ensure  that  it  remains  financially 
viable  and  that  municipal  services  are  provided  sustainably,  economically  and  equitably  to  all 
communities. 

The  Municipality’s  business  and  service  delivery  priorities  were  reviewed  as  part  of  this 
year’s  planning  and  budget  process.  A critical  review  was  also  undertaken  of  expenditures 
on  non-core  and  „nice  to  have"  items.  This  has  resulted  in  savings  to  the  municipality.  Key 
areas  where  savings  were  realized  were  on  telephone  usage,  printing,  overseas  and 
national  travel  and  social  projects.  However  the  compilation  of  the  new  valuation  roll  will  add 
R1.6m  to  the  councils  expenditure. 

The  municipality  reduced  its  capital  budget  out  of  own  funds  over  the  MTREF  period  and  for 
the  2012/2013  financial  year  from  R56.7m  in  2011/2012  to  R34,5m  in  2012/2013.  The 
reason  for  the  reduction  is  because  of  a lack  of  cash  and  the  effect  that  external  loans  has 
on  the  councils  tariffs.  The  cash  backed  reserves  were  previously  obtained  by  the  sale  of 
municipal  land.  Due  to  the  worldwide  economic  downturn,  no  sale  of  municipal  land  is 
realized,  however  for  the  outer  years  we  do  anticipate  that  the  economy  will  stabilize  and 
therefore  budgeted  income  from  land  sales  in  the  outer  years  should  be  obtained. 

The  municipality  has  an  approved  credit  control  policy  and  applies  it  strictly.  The 
implementation  of  the  new  property  rates  act  and  the  dire  financial  straits  in  which  investors 
find  themselves,  has  contributed  to  the  increase  in  debtors.  The  most  effective  way  of 
applying  the  credit  control  policy,  is  to  disconnect  services.  Council  is  in  an  advance  stage 
with  the  handing  over  of  arrear  accounts,  and  the  effect  of  the  payment  of  outstanding 
accounts  is  starting  to  show  positive  results  in  the  debtors  figures.  Over  the  MTREF  period 
collection  rates  should  increase,  bearing  in  mind  the  assumption  that  collection  rates  over 
the  MTREF  period  will  be  100  percent+.  We  are  constantly  busy  with  customer  care 
initiatives  so  that  a people  led  government  is  ensured. 

National  Treasury’s  MFMA  Circular  No’s  58  and  59  were  used  where  necessary  to  guide  the 
compilation  of  the  2012/13  MTREF. 

The  main  challenges  experienced  during  the  compilation  of  the  2012/13  MTREF  can  be 
summarised  as  follows: 

• The  ongoing  difficulties  in  the  national  and  local  economy. 

• Ageing  and  increasing  in  the  maintenance  of  water,  roads,  sewerage  and  electricity 
infrastructure. 

• The  need  to  reprioritize  projects  and  expenditure  within  the  existing  resource 
envelope  given  the  cash  flow  realities  and  declining  cash  position  of  the  municipality. 

• The  increased  cost  of  bulk  water  and  electricity  (due  to  tariff  increases  from  Overberg 
Water  and  Eskom),  which  is  placing  upward  pressure  on  service  tariffs  to  residents. 
Continuous  high  tariff  increases  are  not  sustainable  - our  customers  are  at  the  point 
where  the  tariffs  of  the  municipality  are  no  longer  affordable. 

• Salary  increases  for  municipal  staff  that  continues  to  exceed  consumer  inflation,  as 
well  as  the  need  to  fill  critical  vacancies  for  the  municipality  to  comply  with  legislation. 

• Affordability  of  urgent  capital  projects. 

• Affordable  borrowing  cost. 


The  following  budget  principles  and  guidelines  directly  informed  the  compilation  of  the 

2012/13  MTREF: 

• The  2012/13  MTREF  budget  prioritizes  and  targets  the  municipality  to  ensure 
sustainable  service  levels.  The  draft  capital  budget  over  the  MTREF  period  provides 
for  the  minimum  resources  that  are  needed  for  the  current  infrastructure  and  does 
not  address  virtually  all  backlogs  of  the  past.  This  will  result  in  unaffordable  capital 
budgets. 

• The  council’s  goal  is  to  keep  tariff  increases  as  low  as  possible.  Unfortunately  we 
could  not  keep  to  the  5%  increase  as  proposed  in  budget  circular  58,  and  the  tariffs 
for  rates,  refuse,  sewerage  and  water  are  considerably  higher.  The  electricity  tariff 
increase  is  slightly  higher  than  the  NERSA  proposal  of  approximately  1 1 .03%. 
Factors  such  as  salaries  which  make  out  a large  component  of  the  budget,  increases 
7.74%,  (increase  5%,  new  posts  and  notches)  and  capital  cost  have  increased  by 
23,5%  from  2011/2012. 

• There  will  be  no  budget  allocated  to  national  and  provincial  funded  projects  unless 
the  necessary  grants  to  the  municipality  are  reflected  in  the  national  and  provincial 
budget  and  have  been  gazetted  as  reguired  by  the  annual  Division  of  Revenue  Act; 


CONSOLIDATED  OVERVIEW  OF  THE  2012/2013  MTREF 


AdJ.  Budget 

Budget 

Budget 

Budget 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Total  Operating  Revenue 

251 594  194 

270  745  233 

300  705  440 

339  022  080 

Total  Operating  Expenditure 

263  124  472 

278  613  580 

297  142  943 

319  134  396 

Surplus/(Deficit)  for  the  year 

-11  530  278 

-7  868  347 

3 562  497 

19  887  684 

Total  Capital  Expenditure 

71  767  000 

48  915  000 

60  073  750 

64  643  400 

Excluding  Capital  Grants  and  Internal  Transfers 


Revenue 

Total  operating  revenue  has  grown  by  7,62%  or  R19.2m  for  the  2012/2013  financial  year 
compared  to  the  2011/2012  Adjusted  Budget. 

For  the  two  outer  years,  operational  revenue  will  increase  by  1 1 .1  % and  12.7%  respectively, 
eguating  to  a total  revenue  growth  of  R87.4m  over  the  MTREF  when  compared  to  the 
201 1/2012  financial  year. 

Expenditure 

Total  operating  expenditure  for  the  2012/2013  financial  year  has  been  appropriated  at 
R278,6m  and  translates  into  a budgeted  deficit  of  R7,9  million.  When  compared  to  the 
201 1/12  Adjustments  Budget,  operational  expenditure  has  grown  by  5,9  per  cent  in  the 
2012/1 3 budget  and  by  6,7  and  7,4  per  cent  for  each  of  the  respective  outer  years  of  the 
MTREF.  The  operating  deficit  changes  to  surpluses  for  the  outer  years  of  R3.6m  and 
R19,9m.  These  surpluses  will  be  used  to  fund  capital  expenditure  and  to  further  ensure  cash 
backing  of  reserves  and  funds. 

Budgeted  Deficit  for  2012/2013 

The  main  drivers  of  the  budgeted  deficit  of  R7,8  million  is  depreciation  and  provision  for 
retirement  benefits.  The  incorporation  of  all  assets  into  the  asset  register  has  greatly 
increases  the  amount  of  depreciation  provided  for  in  the  budget,  and  is  impossible  to  be 
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recovered  by  tariffs.  Although  the  depreciation  charges  and  retirement  benefits  is  not  a 
cash-backed  transaction,  it  is  reflected  in  the  budgeted  deficit,  however  in  the  outer  years 
this  anomaly  will  no  longer  exist,  since  land  sales  will  result  in  the  deficit  changing  to  a 
surplus. 

Capital  Budget 

The  capital  budget  of  R48,9m  for  2012/2013  is  31 ,8%  less  when  compared  to  the  2011/2012 
Adjusted  Budget.  The  reduction  is  due  to  affordability  constraints  in  the  light  of  current 
economic  circumstances. 

The  capital  programme  increases  for  the  two  outer  years  by  22,8%  and  7,6%  respectively. 

A substantial  portion  of  the  capital  budget  will  be  funded  from  borrowing  over  MTREF  with 
anticipated  borrowing  of  R16,3m  for  2012/13  and  R16,2  and  R17,3  million  for  the  outer 
years.  Borrowing  will  contribute  33,3,  26,9  and  26,7  per  cent  of  capital  expenditure  in  each 
of  the  MTREF  years.  The  balance  will  be  funded  from  internally  generated  funds, 
government  grants  and  public  contributions. 

The  repayment  of  capital  and  interest  (debt  services  costs)  has  substantially  increased  over 
the  past  years  as  a result  of  the  aggressive  capital  infrastructure  programme  implemented. 

1.3  Operating  Revenue  Framework 

For  Hessequa  to  continue  improving  the  quality  of  services  provided  to  its  citizens  it  needs  to 
generate  the  required  revenue.  In  these  tough  economic  times  strong  revenue  management 
is  fundamental  to  the  financial  sustainability  of  every  municipality.  The  reality  is  that  we  are 
faced  with  development  backlogs  and  poverty.  The  expenditure  required  to  address  these 
challenges  will  inevitably  always  exceed  available  funding;  hence  difficult  choices  have  to  be 
made  in  relation  to  tariff  increases  and  balancing  expenditures  against  realistically 
anticipated  revenues. 

The  municipality’s  revenue  strategy  is  built  around  the  following  key  components: 

• National  Treasury’s  guidelines  and  macro  economic  policy; 

• Efficient  revenue  management,  which  aims  to  ensure  a 100+  per  cent  annual 
collection  rate  for  property  rates  and  other  key  service  charges; 

• Electricity  tariff  increases  as  approved  by  the  National  Electricity  Regulator  of  South 
Africa  (NERSA); 

• Achievement  of  full  cost  recovery  of  specific  user  charges  especially  in  relation  to 
trading  services; 

• Determining  the  tariff  escalation  rate  by  establishing/calculating  the  revenue 
requirement  of  each  service; 

• The  municipality’s  Property  Rates  Policy  approved  in  terms  of  the  Municipal  Property 
Rates  Act,  2004  (Act  6 of  2004)  (MPRA); 

• The  municipality’s  Indigent  Policy  and  rendering  of  free  basic  services;  and 

• Tariff  policy. 


The  following  table  is  a summary  of  the  2012/13  MTREF  (classified  by  main  revenue 
source): 


Table  1 Summary  of  revenue  classified  by  main  revenue  source 


Dtscription 

Ref 

mm 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Frame*ork 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

♦12013/14 

+2  2014/15 

Revenue  Bv  Source 

Property  rates 

2 

31,812 

40,125 

42,631 

47,564 

47,564 

47,564 

47,564 

51,862 

58,111 

63,941 

Property  rates  • penaises  & cdleciicn  charges 

- 

- 

- 

Service  charges -eiectncity  revenue 

2 

44,539 

60,604 

73,194 

85,139 

85,139 

85,139 

85,139 

93,771 

105,376 

117,043 

Service  charges -v/atef  revenue 

2 

13,673 

13,834 

16,707 

18,275 

18,275 

18,275 

18,275 

22,598 

25,337 

27,871 

Service  charges -sanitaton  revenue 

2 

13,349 

12,263 

13,688 

14,662 

14,662 

14,662 

14,662 

17,094 

19,144 

21,059 

Service  charges -retjse  revenue 

2 

7,509 

8,709 

9,781 

10,932 

10,932 

10,932 

10,932 

12,021 

13,463 

14,810 

Service  charges -other 

5,179 

5,027 

4,851 

5,023 

5,023 

5,023 

5,023 

5,525 

6,077 

6,685 

Rental  of  Oolites  and  eguipwit 

2,993 

3,168 

3,585 

3,539 

3,539 

3,539 

3,539 

4,045 

4,302 

4,678 

nterest  earned  • external  mvesroits 

10,356 

5,897 

3,967 

4,500 

3,800 

3,800 

3,800 

4,020 

4,140 

4,260 

merest  earned -cutstandingdePiors 

1,419 

1,040 

1,063 

1,081 

1,081 

1,081 

1,081 

1,353 

1,518 

1,669 

Dividends  received 

- 

- 

- 

Fines 

2,612 

2,569 

2,633 

2,446 

2,446 

2,446 

2,446 

2,500 

2,686 

2,894 

jcences  and  permits 

212 

205 

294 

273 

273 

273 

273 

277 

298 

309 

Agency  services 

1,147 

1,199 

1,221 

1,215 

1,215 

1,215 

1,215 

1,248 

1,266 

1,284 

Transfers  recognised -operational 

43,424 

99,895 

48,481 

48,761 

53,778 

53,778 

53,778 

50,798 

46,189 

49,623 

Oher  revenue 

2 

r- — 

3,906 

14,296 

2,851 

2,717 

2,717 

2,717 

2,633 

2,797 

2,897 

Gans  on  disposal  of  P^ 

579 

625 

3,223 

20,150 

1,150 

1,150 

1,150 

1,000 

10,000 

20,000 

Total  Revenue  (excluding  capital  transfers 
and  contributions) 

185,340 

259,067 

239,615 

266,411 

251,594 

251,594 

251,594 

270,745 

300,705 

339,022 
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Table  2 Percentage  growth  in  revenue  by  main  revenue  source 


Description 

Ref 

2012/13  Medium  Term  Revenue  & Expenditure  Framework 

R thouund 

Adjusted 

Budget 

2011/12 

% 

Budget  Year 

2012/13 

% 

Budget  Year 

+1  2013/14 

% 

Budget  Year 

+2  2014/15 

% 

Revenue  By  Source 

Property  rates 

47,564 

189 

51,862 

19.2 

58,112 

19.3 

63,941 

189 

Service  charges  • electricity  revenue 

85,139 

33.8 

93,771 

34.6 

105,377 

35.0 

117,043 

34,5 

Service  charges  - water  revenue 

18,275 

7.3 

22,598 

8.3 

25,336 

8.4 

27,870 

8.2 

Service  charges  ■ sanitation  revenue 

14,662 

58 

17,094 

6.3 

19,144 

64 

21,059 

6.2 

Service  charges  • refuse  revenue 

10,932 

4.3 

12,021 

4.4 

13,463 

4.5 

14,810 

4.4 

Service  charges  • other 

5,023 

2.0 

5,525 

2.0 

6,077 

20 

6,685 

2.0 

Rental  of  facilities  and  equipment 

3,539 

1.4 

4,045 

1.5 

4,302 

1.4 

4,678 

1.4 

Interest  earned  - external  investments 

3,800 

1.5 

4,020 

1.5 

4,140 

1.4 

4,260 

1.3 

Interest  earned  • outstanding  debtors 

1,081 

04 

1,353 

0.5 

1,518 

0.5 

1,669 

05 

Dividends  received 

- 

0.0 

0.0 

00 

0.0 

Fines 

2,446 

1.0 

2,500 

0.9 

2,686 

0.9 

2,894 

0.9 

Licences  and  permits 

273 

0.1 

277 

0.1 

298 

0.1 

309 

0.1 

Agency  services 

1,215 

0.5 

1,248 

0.5 

1,266 

0.4 

1,284 

0.4 

Transfers  recognised  - operational 

53,778 

21.4 

50,798 

18.8 

46,189 

15.4 

49,623 

14.6 

Other  revenue 

2,717 

1.1 

2,633 

1.0 

2,797 

09 

2,897 

09 

Gains  on  disposal  of  PPE 

1,150 

0.5 

1,000 

0.4 

10,000 

3.3 

20,000 

5.9 

Total  Revenue  (excluding  capital  transfers 
and  contributions) 

251,594 

100.0 

270,745 

100.0 

300,705 

100.0 

339,022 

100.0 

In  line  with  the  formats  prescribed  by  the  Municipal  Budget  and  Reporting  Regulations, 
capital  transfers  and  contributions  are  excluded  from  the  operating  statement,  as  inclusion  of 
these  revenue  sources  would  distort  the  calculation  of  the  operating  surplus/deficit. 

Revenue  generated  from  rates  and  services  charges  forms  a significant  percentage  of  the 
revenue  basket  for  the  council.  Rates  and  service  charge  revenues  comprise  more  than  two 
thirds  of  the  total  revenue  mix.  In  the  2012/13  financial  year,  revenue  from  rates  and 
services  charges  totaled  R202,8m  or  74,9  per  cent.  This  increases  to  R227,5m  and 
R251,4m  in  the  respective  outer  financial  years  of  the  MTREF. 

Property  rates  amount  to  R51,9m  or  19,2  per  cent  of  total  income  increases  to  R58,1m  by 
2013/14. 

The  following  graph  show  the  % income  per  category  for  the  2012/13  draft  budget: 
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INCOME  PER  CATEGORY 


8.35% 


Property  rates 

Service  charges  electricity  revenue 

Ser\'ice  charges  - water  revenue 

■ Service  charges  - sanitation  revenue  ■ Service  charges  - refuse  revenue 

■ Service  charges  - other 

■ Rental  of  facilities  and  equipment 

■ Interest  earned 

■ Fines 

■ Transfers  recognised  - operational 

■ Other  revenue 

■ Gains  on  disposal  of  PPE 

Table  3 Operating  Transfers  and  Grant  Receipts 

Operating  grants  and  transfers  totals  R50,8m  in  the  2012/13  financial  year.  The  following 
table  gives  a breakdown  of  the  various  operating  grants  and  subsidies  allocated  to  the 
municipality  over  the  medium  term: 


Description 

Ref 

2003/9 

2009/10 

2010/11 

Current  Year  201 1/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2012/13 

el  2013/14 

♦2  2014/15 

RECEIPTS: 

1,2 

Ooeratino  Transfers  and  Grants 

National  Government: 

19,055 

25,892 

30,379 

29,717 

30,433 

30,434 

29,183 

31,635 

34,346 

Local  Government  Equitatle  Share 

i'4,'776 

i6,48'9 

21,258 

23,227 

23,227 

23,227 

26,522 

'28,810 

31,232 

Finance  Vanagement 

500 

750 

1,000 

1,250 

1,588 

1,588 

1,250 

1,250 

1,450 

Vfuniapal  Systems  Improvement 

400 

400 

750 

790 

1,105 

1,105 

800 

900 

950 

Energy  Eiaency  and  >rrana  Wanagement 

3,379 

8,253 

6,000 

4,000 

4,000 

4,000 

- 

- 

- 

DVE  ' WIG  ADWIN  STAFF  VEVSER 

1,370 

450 

514 

514 

611 

675 

714 

Provincial  Government: 

17,335 

71,818 

17,875 

18,746 

20,327 

20,327 

21,355 

14,284 

14,997 

-lousing 

16,t57 

70,^ 

17,000 

17,684 

17,'^ 

17,684 

16,905 

i4,2K 

14,969 

Flood  disaster,  Prov:  Road,  Vant,  C3tV,  Ufcranes 

1,t78 

1,519 

875 

1,062 

2,643 

2,643 

4,450 

28 

28 

District  Municipality: 

1,614 

80 

144 

_ 

« 

« 

CJearM#)  FVdjfects 

Africa  Day 

40 

144 

Tounsm 

Hessetjua  Thoroughfares 

1,000 

40 

Melkhoutfontein  Electrirication 

187 

AXemative  Energy 

300 

Housing  Consumer  Education  .lED 

128 

Other  grant  providers: 

228 

49 

3,190 

542 

3,018 

3,018 

260 

270 

280 

SETACTSASTER  RELIEF/TRACE  UNfON 

228 

49 

ISO 

542 

293 

298 

260 

270 

280 

Dennedal  Garda 

3,000 

2,720 

2,720 

Total  Operating  Transfers  and  Grants 

5 

38,232 

97,839 

51,587 

49,005 

53,778 

53,779 

50,798 

46,189 

49,623 

Tariff-setting  is  a pivotal  and  strategic  part  of  the  compilation  of  any  budget.  When  rates, 
tariffs  and  other  charges  were  revised,  local  economic  conditions,  input  costs  and  the 
affordability  of  services  were  taken  into  account  to  ensure  the  financial  sustainability  of  the 
municipality. 

National  Treasury  continues  to  encourage  municipalities  to  keep  increases  in  rates,  tariffs 
and  other  charges  as  low  as  possible.  Municipalities  must  justify  in  their  budget 
documentation  all  increases  in  excess  of  the  5 per  cent.  Excessive  increases  are  likely  to  be 
counterproductive,  resulting  in  higher  levels  of  non-payment.  Due  to  the  increase  of  7.74%  in 
the  salary  component  and  23,5%  in  the  borrowing  costs,  the  municipality  could  not  adhere  to 
the  target  of  5%  as  set  out  in  budget  circular  58. 

The  percentage  increases  of  Eskom  bulk  tariffs  are  far  beyond  the  mentioned  inflation  target. 
Given  that  these  tariff  increases  are  determined  by  external  agencies,  the  impact  they  have 
on  the  municipality’s  electricity  service  is  largely  outside  the  control  of  the  council. 

It  must  also  be  appreciated  that  the  consumer  price  index,  as  measured  by  CPI,  is  not  a 
good  measure  of  the  cost  increases  of  goods  and  services  relevant  to  municipalities.  The 
basket  of  goods  and  services  utilised  for  the  calculation  of  the  CPI  consist  of  items  such  as 
food,  petrol  and  medical  services,  whereas  the  cost  drivers  of  a municipality  are  informed  by 
items  such  as  the  cost  of  remuneration,  bulk  purchases  of  electricity  and  water,  petrol, 
diesel,  chemicals,  etc.  The  current  challenge  facing  the  council  is  managing  the  gap 
between  cost  drivers  and  tariffs  levied,  as  any  shortfall  must  be  made  up  by  either 


8 


operational  efficiency  gains  or  service  level  reductions.  Within  this  framework  the  council  has 
undertaken  the  tariff  setting  process  relating  to  service  charges  as  follows. 

1.3.1  Property  Rates 

Property  rates  cover  the  cost  of  the  provision  of  general  services.  Determining  the  effective 
property  rate  tariff  is  therefore  an  integral  part  of  the  municipality’s  budgeting  process. 

National  T reasury’s  MFMA  Circular  No.  51  deals,  inter  alia  with  the  implementation  of  the 
Municipal  Property  Rates  Act,  with  the  regulations  issued  by  the  Department  of  Co-operative 
Governance.  These  regulations  came  into  effect  on  1 July  2009  and  prescribe  the  rate  ratio 
for  public  service  infrastructure  and  agricultural  properties  relative  to  residential  properties  to 
be  0,25:1 . The  implementation  of  these  regulations  was  done  in  the  previous  budget  process 
and  the  Property  Rates  Policy  of  the  Municipality  has  been  amended  accordingly. 

The  following  stipulations  in  the  Property  Rates  Policy  are  highlighted: 

• The  first  R15  000  of  the  market  value  of  a property  used  for  residential  purposes  is 
excluded  from  the  ratable  value  (Section  17(h)  of  the  MPRA).  In  addition  to  this 
rebate,  a further  R35  000  reduction  on  the  market  value  of  a property  will  be  granted 
in  terms  of  the  councils  own  Property  Rates  Policy; 

• 10  per  cent  rebate  will  be  granted  on  all  residential  properties  in  private  owned  towns 
and  farm  properties  used  for  residential  and  business  purposes. 

• 100  per  cent  rebate  will  be  granted  to  registered  indigents  in  terms  of  the  Indigent 
Policy; 

• For  pensioners  the  following  rebates  are  implemented; 


REBATES  - PENSIONERS 

Par  9.2,2  2 (a)  INCOME:  R 0.00 

- R3  000  PER  MONTH 

25% 

Par  9.2.2  2 (b)  INCOME:  R3  001  - R8  000  PER  MONTH 

15% 

ADDITIONAL  TO  ABOVE  REBATES 

Par  9.2.2  3 (a)  60YEAR  - 75YEAR 

25% 

Par  9.2.2  3 (b)  76YEAR  - 85YEAR 

35% 

Par  9.2.2  3 (c)  86YEAR  AND  OLDER 

45% 

• The  Municipality  awards  a 100  per  cent  grant-in-aid  on  the  assessment  rates  of 
ratable  properties  of  certain  classes  such  as  registered  welfare  organizations, 
institutions  or  organizations  performing  charitable  work.  The  owner  of  such  a property 
must  apply  to  the  Chief  Financial  Officer  in  the  prescribed  format  for  such  a grant. 

The  categories  of  ratable  properties  for  purposes  of  levying  rates  and  the  proposed  rates  for 
the  2012/13  financial  year  based  on  a 9 per  cent  increase  from  1 July  2012  is  set  out  below: 


TABLE  4 COMPARISON  OF  PROPOSED  RATES  TO  LEVIED  FOR  THE 
2012//13  FINANCIAL  YEAR 


CATEGORY 

TARIFF  2011/12 

PROPOSED 

TARIFF  2012/13 

% INCREASE 

INCOME 

RGsidential  PropertlGS 

0.004224 

0.004604 

9 

37  793  245 

State  ovi/ned  properties 

O.OOB84S 

0.009645 

9 

1 641 186 

Business, Co  immercial, Industrial 

0.004324 

0.004713 

9 

2402187 

Agricultural  - 75%  of  residential  tariff 

0.001056 

0.001151 

9 

3 429  295 

Agricultural  - residential/bussiness 

.004224/.004324 

.004604/.004713 

9 

2 5 70  682 

Vacant  Land 

0.00590S 

0.006441 

9 

8 039  155 

55  375  740 

The  following  graph  shows  the  % income  for  each  category; 


% INCOME  PER  CATEGORY 


14.39% 


■ Residential  Properties 


■ State  owned  properties 


■ Business,Commercial,lndustrial 


■ Agricultural  - 75%  of  residential  tariff 


■ Agricultural  - residential/bussiness 


■ Vacant  Land 


1.3.2  Sale  of  Water  and  Impact  of  Tariff  Increases 

South  Africa  faces  similar  challenges  with  regard  to  water  supply  as  it  does  with  electricity, 
since  water  is  a scarce  source.  Hessequa  equalized  its  water  tariffs  in  2011/2012,  so  that  all 
consumers  within  its  jurisdiction  pay  the  same  water  tariffs.  The  tariff  structure  of  the 
2012/13  financial  year  has  not  been  changed.  The  tariff  structure  is  designed  to  charge 
higher  levels  of  consumption  a higher  rate,  steadily  increasing  to  a rate  of  R9.20  per  kilolitre 
for  consumption  in  excess  of  70kf  per  30  day  period.  The  sliding  scales  that  are  applied 
enables  the  consumer  to  regulate  his  monthly  water  consumption. 
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Currently  the  municipality  experiences  enormous  water  losses  possibly  as  a result  of 
consumption  that  is  not  metered,  underground  leakages  and  pipe  breaks.  The  infrastructure 
is  very  old,  and  pipelines  are  very  very  long,  (in  some  instances  in  access  of  20  kilometers) 
and  the  possibility  that  underground  leakages  occurs  is  very  real. 

The  following  was  taken  into  account  with  the  compilation  of  the  proposed  tariffs: 

• Water  tariffs  are  fully  cost-reflective  - including  the  cost  of  maintenance  and  renewal 
of  purification  plants,  water  networks  and  the  cost  associated  with  reticulation 
expansion; 

• Water  tariffs  are  structured  to  protect  basic  levels  of  service  and  ensure  the  provision 
of  free  water  to  the  poorest  of  the  poor  (indigent);  and 

• Water  tariffs  are  designed  to  encourage  efficient  and  sustainable  consumption. 

A tariff  increase  of  plus  minus  8 per  cent  from  1 July  2012  for  water  is  proposed.  In  addition 
6 kf  water  per  30-day  period  will  again  be  granted  free  of  charge  to  all  indigent  residents. 

A summary  of  the  proposed  tariffs  for  households  (residential)  and  non-residential  are  as 
follows: 

TABLE  5 PROPOSED  WATER  TARIFFS 

The  following  table  shows  the  impact  of  the  proposed  increases  in  water  tariffs  on  the  water 
charges  for  domestic  and  other  consumers: 


CATEGORY 

CURRENT  TARIFFS 

2011/2012 

Rand  per  kl  (ecxi.  Vat) 

PROPOSED  TARIFFS 

2012/2013 

Rand  per  kl  (ecxI.  Vat) 

% INCREASE 

Residential 

Water  consumption:  1 - 6kl 

R4.00 

R4.30 

7.5 

Water  consumption:  7 - 15kl 

R4.00 

R4.30 

7.5 

Water  consumption:  16  - 30kl 

R4.50 

R4.85 

7.8 

Water  consumption:  31  - 40kl 

R5.00 

R5.40 

8.0 

Water  consumption:  41  - 50kl 

R6.00 

R6.50 

8.3 

Water  consumption:  51  - 70kl 

R7.00 

R7.55 

7.9 

Water  consumption:  >70kl 

R8.50 

R9.20 

8.2 

Old  Aee  Homes/Schools 

Water  consumption:  1 - 70kl 

R3.50 

R3.80 

8.6 

Water  consumption:  70  - 90kl 

R4.00 

R4.30 

7.5 

Water  consumption:  > 90kl 

R5.00 

R5.40 

8.0 

Indigent  Customers  - 6kl  free  water 
Basic  fees  increase  by  8% 

Sundry  fees  increase  by  10% 


1.3.3  Sale  of  Electricity  and  Impact  of  Tariff  Increases 

NERSA  has  announced  the  revised  bulk  electricity  pricing  structure.  A 13.5  per  cent 
increase  in  the  Eskom  bulk  electricity  tariff  to  municipalities  will  be  effective  from  1 July  2012. 
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Considering  the  Eskom  increases,  the  consumer  tariff  had  to  be  increased  by  an  average  of 
1 1 .03  per  cent  to  offset  the  additional  bulk  purchase  cost  from  1 July  2012.  Furthermore,  it 


should  be  noted  that  given  the  year  on  year  increase  of  the  tariff,  it  is  expected  to  depress 
growth  in  electricity  consumption,  which  will  have  a negative  impact  on  the  municipality’s 
revenue  from  electricity. 

Registered  indigents  will  again  be  granted  50  kWH  per  30-day  period  free  of  charge. 
Although  the  guideline  from  NERSA  recommends  an  increase  of  13.56%  on  Block  2 
(consumption  51  - 350kWH),  the  municipality  raised  the  block  for  indigents  with  6%.  In  the 
draft  budget  the  tariff  of  indigents  which  consumption  is  above  350kWH  per  month  has  been 
increased  to  be  the  same  as  that  of  residential  consumers.  This  has  been  implemented 
because  the  criteria  of  the  draft  indigent  policy  dictates  the  indigents  cannot  consume  more 
than  350kWH  per  month.  This  is  only  for  pre-paid  electricity. 

The  council  has  implemented  NERSA  step  tariffs  as  from  1 July  201 1 . The  effect  thereof  is 
the  higher  the  consumption,  the  higher  the  cost  per  kWh.  The  aim  is  to  subsidise  the  lower 
consumption  users  (mostly  the  poor).  The  council  will  maintain  the  current  stepped  structure 
of  its  electricity  tariffs. 

The  approved  budget  for  the  Electricity  Division  can  only  be  utilised  for  certain  committed 
upgrade  projects  and  to  strengthen  critical  infrastructure  (e.g.  substations,  reticulation  etc.). 
Owing  to  the  high  increases  in  Eskom’s  bulk  tariffs,  it  is  clearly  not  possible  to  fund  these 
necessary  upgrades  through  increases  in  the  municipal  electricity  tariff  - as  the  resultant 
tariff  increases  would  be  unaffordable  for  the  consumers.  It  is  therefore  proposed  that  the 
taking  up  of  loans  or  public  funding  as  a strategy  for  funding  of  the  infrastructure  be 
considered  and  approved  to  spread  the  burden  over  the  life  span  of  the  assets. 

The  following  table  shows  the  impact  of  the  proposed  increases  in  electricity  tariff  charges 
for  domestic  and  other  consumers: 
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TABLE  6 COMPARISON  BETWEEN  CURRENT  ELECTRICITY  CHARGES 
AND  PROPOSED  INCREASES  (DOMESTIC  & BUSINESS) 


CONSUMER 

Current  Tariff 
2011/2012 
per  kWH  (excl.  vat) 

c 

Proposed  Tariff 
2012/2013 
per  kWH  (excl.  vat) 

c 

% increase 

1. 

Domestic  - Conventional  Meters 

0 - SOkWH 

0.5800 

0.6113 

5.40 

51  - 350kWH 

0.6700 

0.7609 

13.57 

351  - eOOkWH 

0.7000 

0.7772 

11.03 

>600kWH 

0.8200 

0.9104 

11.02 

Basic  Charges  and  per  Amp  Fees  increase  by  an  average  of  11.4% 

2. 

Domestic  - Pre-paid  Meters  (Indigent) 

0 - 50kWH 

free 

free 

51  - 350kWH 

0.8100 

0.8586 

6.00 

351  - eOOkWH 

0.9800 

1.2546 

28.02 

>600kWH 

1.1400 

1.3435 

17.85 

3. 

Domestic  - Pre-paid  Meters 

0 - 50kWH 

1.0400 

1.0962 

5.40 

51  - 350kWH 

1.0900 

1.2378 

13.56 

351  - eOOkWH 

1.1300 

1.2546 

11.03 

>600kWH 

1.2100 

1.3435 

11.03 

4. 

Business  - Conventional  Meters 

Energy  consumption  per  kWH 

0.6800 

0.7752 

14.00 

Amp  Fee  - per  amp 

Basic  Fees 

4.80 

131.00 

5.30 

145.00 

10.42 

10.69 

5. 

Business  - Pre-paid  Meters 

Energy  consumption  per  kWH 

1.0200 

1.1628 

14.00 

6. 

Bulk  Consumers 

Energy  consumption  per  kWH 

0.4500 

0.5130 

14.00 

Per  KVA 

Basic  Fees  - 11.03% 

100.00 

111.00 

11.00 

1.3.4  Sanitation  and  Impact  of  Tariff  Increases 

A tariff  increase  of  8%  per  cent  for  sanitation  from  1 July  2012  is  proposed. 

The  following  table  compares  the  current  and  proposed  tariffs: 

TABLE  7 COMPARISON  BETWEEN  CURRENT  SANITATION  CHARGES 
AND  INCREASES  - (tariffs  exclude  vat) 


SEWERAGE 

Unit 

Tariff 

2011/2012 

Tariff 

2012/2013 

Availability  Fees  - Empty  Stands 

All  Empty  Stands  - Sewerage  Network 

Per  erf  per  year 

R 

1 035.00 

R 

1 118.00 

All  Empty  Stands  - Septic  Tanks 

Per  erf  per  year 

R 

516.00 

R 

557.00 

Basic  Per  Connections 

20mm  water  connection 

Per  month 

R 

86.25 

R 

93.00 

20mm  water  connection  - 15%  rebate 

Per  month 

R 

86.25 

R 

93.00 

25mm  water  connection 

Per  month 

R 

110.33 

R 

119.00 

32mm  water  connection 

Per  month 

R 

153.50 

R 

166.00 

40mm  water  connection 

Per  month 

R 

215.33 

R 

233.00 

50mm  water  connection 

Per  month 

R 

313.00 

R 

338.00 

80mm  water  connection 

Per  month 

R 

732.00 

R 

791.00 

Basic  Per  Connections  - Seotic  tanks 

Basic  - All  Septic  Tank  Consumers 

Per  erf  per  Month 

43.00 

R 

46.00 

Basic  - Septic  Tank  Consumers  - 15%  rebate 

Per  erf  per  Month 

43.00 

R 

46.00 

4.Conservancv  / Seotic  Tanks  - Withdrawals 

Tariff  - withdrawal  - All  Consumers 

Per  withdrawal 

152.00 

R 

164.00 

After  hours 

Per  withdrawal 

304.00 

R 

328.00 

1.3.5  Waste  Removal  and  Impact  of  Tariff  Increases 

Currently  solid  waste  removal  is  operating  at  a deficit.  It  is  widely  accepted  that  the  rendering 
of  this  service  should  at  least  break  even,  which  is  currently  not  the  case.  For  the  MTREF 
period  a small  surplus  has  been  budgeted  for  which  grow  steadily  over  the  two  outer  years.. 

A 8 per  cent  increase  in  the  waste  removal  tariff  is  proposed  from  1 July  2012. 

The  following  table  compares  current  and  proposed  amounts  payable  from  1 July  2012: 


Table  8 Comparison  between  current  waste  remova 

fees  and  increases 

REFUSE  REMOVALS 

PER  UNIT 

Tariff: 

2011/2012 

Tariff: 

2012/2013 

Domestic  Households 

Per  month 

R 66.00 

R 71.00 

Business/Commercial/Industrial 

Maximum  of  two  removals  per  week 

Per  month 

R 148.50 

R 160.00 

Bulk  - Business  /Commercial/Industrial 

Maximum  of  three  removals  per  week 

Per  month 

R 329.00 

R 355.00 

Bulk  - Business  /Commercial/Industrial 

Maximum  of  four  to  seven  removals  per  week 

Per  month 

R 658.00 

R 711.00 

1.3.6  Overall  impact  of  tariff  increases  on  households 

The  following  table  shows  the  overall  expected  impact  of  the  tariff  increases  on  a large  and 
small  household,  as  well  as  an  indigent  household  receiving  free  basic  services. 

Table  9 - Table  SA14  - Household  bills 


Description 

200SZ9 

2009Z10 

2010Z11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & Expenditure 

Framework 

Ref 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2012/13 

2012/13 

4-1  2013/14 

4-2  2014/15 

Rand/cent 

% incr. 

Monttilv  Account  for  Household  - 'Middle 

Income  Ranoe’ 

Rates  and  services  charges; 

Property  races 

604.62 

168.75 

209.90 

228.80 

228.x 

228.x 

9.0% 

249  38 

269.33 

293.57 

Elecffioty;  Basic  levy 

213.35 

253.76 

341.00 

374.00 

374.x 

374.x 

11  0% 

417.x 

4M.70 

504.57 

Elecfficity:  Coosumpson 

171.26 

162.00 

537.00 

733.00 

733.x 

733.x 

11.0% 

817.x 

899.02 

988.92 

Water:  Base  levy 

40.55 

42.98 

47.25 

72.00 

72  X 

72.x 

8.0% 

78.x 

84.24 

X.98 

Water.  Consurrpson 

55.86 

59.85 

105.00 

127.50 

127  M 

127.x 

8.0% 

138.x 

149.04 

1X.32 

Sanrtaoon 

67.80 

74  52 

80  08 

69.x 

69.x 

69X 

8.0% 

93.x 

IX  44 

1X.48 

Peiise  removal 

52.74 

56  96 

61.25 

66.x 

66.x 

66.x 

8.0% 

71.x 

76.68 

8281 

Other 

sub-total 

1.206.18 

818.82 

1,381.48 

1,670.30 

1,670.30 

1,670.x 

11.6% 

1,X3.68 

2,037.45 

2,229.65 

VAT  on  Services 

84.22 

91.01 

164.02 

201.81 

201 .81 

201.81 

226.x 

247.54 

271.05 

Total  large  household  bill: 

1,290.40 

909.83 

1,545  50 

1,872.11 

1,872.11 

1,872.11 

11.6% 

2,089  68 

2,284.99 

2,500.70 

% increaseZ-decrease 

(29.5%) 

69.9% 

21.1% 

- 

- 

11.6% 

9.3% 

9.4% 

Monthly  Account  for  Household  - ‘Affordable 

2 

Ranoe* 

Rates  and  services  charges; 

Property  races 

418.59 

168.75 

145.31 

158.40 

158.40 

1X.40 

9.0% 

172.65 

186.46 

205.11 

EJectnoty;  Basic  levy 

213.35 

253.76 

341.00 

374.x 

374.x 

374.x 

11.0% 

417.x 

4M.70 

504.57 

Electnoty:  Consumpson 

171.26 

162.00 

268.50 

335.x 

335.x 

335.x 

11.0% 

375.42 

412.95 

454.25 

Waeer:  Basic  levy 

40.55 

42.98 

47.25 

72.x 

72.x 

72.x 

8.0% 

78.x 

84.24 

X.98 

WaCer:  Corisumpson 

55.86 

59.85 

87.50 

105.x 

105.x 

105.x 

8.0% 

113.x 

124.85 

137.33 

SanitaiKxi 

67.80 

74  52 

80.08 

69.x 

69.x 

69.x 

8.0% 

93.x 

1X.44 

1X.48 

Peiise  removal 

Other 

52.74 

56  96 

61.25 

66.x 

66.x 

66.x 

8.0% 

71.x 

76.68 

82.81 

sub-total 

1.020  15 

818  82 

1.030.89 

1,179  40 

1.179  40 

1.179  40 

12.0% 

1.320  57 

1 444  32 

1.583.53 

VAT  on  Services 

84.22 

91.01 

123.98 

142.94 

142.94 

142.94 

1X70 

176.10 

192.x 

Total  small  household  bill; 

1.104  37 

909  83 

1.154.87 

1,322  34 

1.322.34 

1.322.34 

12.0% 

1.481  27 

1.620  42 

1.776.51 

% increaseZ-decrease 

(17.6%) 

26.9% 

14.5% 

- 

- 

12.0% 

9.4% 

9.6% 

Monthly  Account  for  Household  - 'Indioent* 

3 

Household  receivino  free  basic  services 

Rates  and  services  charges; 

Property  races 

- 

- 

- 

- 

9.0% 

- 

- 

- 

Electricity;  Basic  levy 

- 

- 

- 

- 

11.0% 

- 

- 

- 

Electnoty;  Consumpsoo 

107.04 

134.34 

161.10 

201.x 

201  .X 

201.x 

11.0% 

228.27 

251.10 

277.31 

Water;  Basic  levy 

- 

- 

- 

- 

8.0% 

- 

- 

- 

Water;  Consumpoon 

41.16 

43.54 

49.00 

58.50 

58.x 

MX 

8.0% 

63.20 

68.26 

73.72 

Sanitaiton 

- 

- 

- 

- 

8.0% 

- 

- 

- 

Pelise  removal 

- 

- 

- 

- 

8.0% 

- 

- 

- 

Other 

sub-total 

148.20 

177.88 

210.10 

259.50 

259.x 

259.x 

12.3% 

291  47 

319.x 

351.03 

VAT  on  Services 

20.75 

24.90 

29.41 

36.33 

36.33 

X33 

40.81 

44.71 

49.14 

Total  small  household  bill; 

168.95 

202.78 

239.51 

295.83 

295.83 

295.83 

12.3% 

332.28 

364.07 

400.17 

% increaseZ-decrease 

20.0% 

18.1% 

23.5% 

- 

- 

12.3% 

9.6% 

9.9% 
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The  following  graph  shows  a comparison  between  a comprehensive  account  of  Hessequa 
against  other  municipality’s  in  the  Western  Cape.  Information  was  optained  from  the 
Treasury  document  SA14  of  the  various  municipalities. 


The  following  assumptions  (which  is  the  benchmark  given  by  National  Treasury)  is 
applicable  to  the  graph. 

• Property  Value  = R700  000 

• 60  Amp  Electricity  meter 

• lOOOKwh  usage 

• 20  mm  Water  Connection 

• 30  kl  Water  usage 

• Refuse  - one  removal  per  week 

• Sewerage  - 20mm  water  connection 

PROPOSED  ACCOUNT  FOR  201 2/201 3 
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The  following  assumptions  (which  is  the  benchmark  given  by  National  Treasury)  is 
applicable  to  the  graph.  It  can  be  seen  from  the  following  table  that  the  cheaper  residence 
pays  higher  tariffs  in  Hessequa.  This  can  be  attributed  to  high  basic  fees.  The  revenue 
base  of  the  municipality  is  seasonal,  and  ensures  that  it  generates  its  revenue  from  fixed 
cost  and  consumption.  This  has  a negative  influence  of  the  consumer  who  is  a permanent 
resident. 

• Property  Value  = R500  000 

• 60  Amp  Electricity  meter 

• SOOKwh  usage 

• 20  mm  Water  Connection 

• 25  kl  Water  usage 

• Refuse  - one  removal 

• Sewerage  - 20mm  water  connection 


The  following  graph  shows  that  council  must  credit  control  policy  diligently.  The  MTREF 
budget  indicates  a collection  of  ‘n  100%+  while  the  current  collection  is  only  96%. 


PAYMENT  RATIO  - LAST  6 YEARS  8 MONTHS 


1.4.1  CAPITAL  AND  OPERATING 

The  expenditure  framework  for  the  2012/13  budget  and  MTREF  is  informed  by  the  following: 

• Balanced  budget  constraint  (operating  expenditure  should  not  exceed  operating 
revenue)  unless  there  are  existing  uncommitted  cash-backed  reserves  to  fund  any 
deficit; 

• Funding  of  the  budget  over  the  medium-term  as  informed  by  Section  1 8 and  1 9 of  the 
MFMA; 

• The  capital  programme  is  aligned  to  the  IDP. 

• Operational  gains  and  efficiencies  will  be  directed  to  funding  the  capital  budget  and 
other  core  services;  and 

The  following  table  is  a high  level  summary  of  the  2012/1 3 budget  and  MTREF  (classified 

per  main  type  of  operating  expenditure): 


Table  11  Summary  of  operating  expenditure  by  standard  classification 
item 


Description 

Ref 

2008/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget  Year 

2012/13 

Budget  Year 

+1  2013/14 

Budget  Year 

+2  2014/15 

Exoenditure  Bv  Tvoe 

Employee  relaefl  costs 

2 

51,120 

68,190 

86,089 

90,073 

90,073 

90,074 

90,074 

97,050 

102,164 

107,546 

Re^neraon  o(  counalloes 

3,627 

4,082 

4,093 

4,366 

4,366 

4,366 

4,366 

4,758 

5,067 

5,396 

Detx  imparment 

3 

2,106 

3,393 

2,635 

2,635 

2,635 

2,635 

3,089 

3,275 

3,471 

Depreciaon  S asset  imparment 

2 

9,665 

14,131 

15,598 

16,476 

16,476 

16,476 

16,476 

17,741 

19,699 

21,956 

Finance  charges 

3,815 

4,260 

5,601 

7,617 

7,617 

7,617 

7,617 

9,414 

10,448 

11,656 

Bulk  purchases 

2 

27,700 

35,858 

44,874 

56,268 

56,268 

56,268 

56,268 

63,667 

72,048 

81,544 

Ofier  maiBnas 

8 

Contracted  services 

696 

799 

3,172 

3,389 

3,389 

3,389 

3,389 

4,210 

4,374 

4,540 

Transiers  and  grants 

5,300 

6,764 

8,893 

9,737 

9,737 

9,737 

9,737 

12,753 

13,516 

14,316 

Other  expenditure 

5 

65,060 

118,070 

68,067 

69,854 

72,563 

72,563 

72,563 

65,932 

66,552 

68,708 

Loss  on  disposa  of  PPE 

Total  Expenditure 

166.984 

254.260 

239.781 

260.413 

263.124 

263,123 

263,125 

278.614 

297.143 

319,134 

The  budgeted  allocation  for  employee  related  costs  for  the  2012/13  financial  year  totals 
R97,0  million,  which  equals  34,84  per  cent  of  the  total  operating  expenditure.  The  guidelines 


17 


set  by  National  Treasury  circular  was  5%.  New  posts  of  ±R6,5  million  have  been  cut.  There 
were  approximately  51  new  posts  on  the  budget  but  this  has  been  pruned  to  25  posts  that 
have  only  been  budgeted  for  9 months.  The  temporally  wages  and  overtime  budget  is  the 
same  as  for  2011/12,  and  it  must  be  ensured  that  these  two  votes  are  not  overspend  in 
2012/13.  Serious  problems  will  arise  if  these  two  budget  votes  are  not  extremely  well 
managed.  Employee  related  cost  thereby  increases  by  7,74%  for  the  2012/13  Budget  year. 

The  cost  associated  with  the  remuneration  of  councillors  is  determined  by  the  Minister  of  Co- 
operative Governance  and  Traditional  Affairs  in  accordance  with  the  Remuneration  of  Public 
Office  Bearers  Act,  1998  (Act  20  of  1998).  The  most  recent  proclamation  in  this  regard  has 
been  taken  into  account  and  provision  has  been  made  for  a 6,5%  increase  in  this 
remuneration  in  the  2012/13  budget  year.  The  budget  for  2012/2013  make  provision  for  one 
additional  mayoral  committee  member. 

The  provision  of  debt  impairment  was  determined  based  on  an  annual  collection  rate  of  97% 
and  the  Credit  Control  Policy  of  Hessequa.  While  this  expenditure  is  considered  to  be  a non- 
cash flow  item,  it  informs  the  total  cost  associated  with  rendering  the  services  of  the 
municipality,  as  well  as  the  municipality’s  realistically  anticipated  revenues. 

Provision  for  depreciation  and  asset  impairment  has  been  informed  by  the  Municipality’s 
Asset  Management  Policy.  Depreciation  is  widely  considered  a proxy  for  the  measurement 
of  the  rate  asset  consumption.  Budget  appropriations  in  this  regard  total  R17,741  million  for 
the  2012/13  financial  year  and  equates  to  6,37  per  cent  of  the  total  operating  expenditure. 

Finance  charges  consist  primarily  of  the  repayment  of  interest  on  long-term  borrowing  (cost 
of  capital).  Finance  charges  make  up  3,38  per  cent  (R9,414  million)  of  operating 
expenditure.  A much  lower  capital  budget  from  own  funds  has  been  tabled  for  the  2012/13 
year  which  will  result  in  finance  charges  increasing  in  smaller  increments. 

Bulk  purchases  are  directly  informed  by  the  purchase  of  electricity  from  Eskom  and  water 
from  Overberg  Water  Board.  The  annual  price  increases  have  been  factored  into  the  budget 
appropriations  whereby  electricity  was  increased  with  13,5%  as  prescribed  in  the  guideline 
on  Municipal  electricity  price  increase  for  2012/13  by  NERSA  (9  March  2012). 

Contracted  services  increases  by  24,2%  in  the  2012/13  Budget  year  due  to  fire  brigade  (8% 
increase)  and  recycling  of  refuse  (R600  000)  as  a new  item. 

Other  expenditure  comprises  of  various  line  items  relating  to  the  daily  operations  of  the 
municipality.  This  group  of  expenditure  has  also  been  identified  as  an  area  in  which  cost 
savings  and  efficiencies  can  be  achieved.  Other  expenditure  decreases  from  R78,6  million 
in  2011/12  to  R73,2  million  in  2012/13  and  capped  at  1,3  and  3,3  per  cent  for  the  two  outer 
years. 


The  following  table  gives  a breakdown  of  the  main  expenditure 
categories  for  the  2012/13  financial  year. 


EXPENDITURE  PER  CATEGORY 

■ Employee  related  costs 


(FIGURE  1 MAIN  OPERATIONAL  EXPENDITURE  CATEGORIES  FOR  THE  2012/13 
FINANCIAL  YEAR) 

1.4.1.1  Priority  given  to  repairs  and  maintenance 

National  treasury  has  recommended  that  allocation  to  repairs  and  maintenance  should  be 
8%  of  PPE.  Hessequa  does  not  meet  this  recommendation.  The  following  graft  provides  an 
analysis,  between  depreciation,  operational  repairs  and  maintenance  as  well  as  the 
recommended  allocation  as  per  PPE. 

The  following  table  clearly  reflects  that  there  is  no  strategy  in  place  (Budget  allocations)  to 
address  the  backlogs  of  maintenance. 
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During  the  compilation  of  the  2012/13  MTREF  operational  repairs  and  maintenance  was 
identified  as  a strategic  imperative  owing  to  the  aging  of  Hessequa’s  infrastructure.  This 
strategic  imperative  remains  a priority,  as  can  be  seen  by  the  budget  appropriations  over  the 
MTREF. 

The  table  below  provides  a breakdown  of  the  repairs  and  maintenance  in  relation  to  asset 
class: 


Table  12  Repairs  and  maintenance  per  asset  class 


[)«scription 

Ref 

2003/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2012/13 

Budget  Year 

+1  2013/14 

Budget  Year 

♦2  2014/15 

Deoreciation  & asMt  imoairment 

9,665 

14,131 

15,598 

16,476 

16,476 

16,476 

17,741 

19,699 

21,956 

Reoalra  and  Maintenance  bv  Asset  Cl 

3 

11,125 

11,372 

12,476 

12,903 

12,662 

12,662 

12,510 

13,600 

14,618 

Infrastructure  - Road  transport 

2,456 

2,329 

2,781 

2,030 

2,030 

2,030 

2,306 

2,141 

2,252 

Infrastruaure  - Electric#/ 

1,716 

1,717 

1,439 

1,389 

1,432 

1,432 

1,468 

1,570 

1,670 

Infrastructure  - Water 

414 

473 

634 

367 

367 

367 

448 

482 

517 

Infrastructure  - Sanitation 

567 

432 

485 

295 

295 

295 

328 

349 

367 

Infrastnjcture  - Other 

166 

187 

222 

218 

218 

218 

179 

270 

288 

n/astnicaire 

5,320 

5,138 

5,552 

4,298 

4,341 

4,341 

4,730 

4,811 

5,094 

Community 

283 

454 

819 

1,003 

743 

743 

953 

908 

954 

rientage  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

nvestment  sroper^es 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Qtier  assets 

6,7 

5,517 

5,780 

6,095 

7,607 

7,578 

7,578 

6,827 

7,881 

8,569 

TOTAL  EXPENDITURE  OTHER  ITEMS 

20.790 

25,503 

28,074 

29,383 

29,138 

29,138 

30,250 

33,299 

36,574 

For  the  2012/13  financial  year,  18,5%  or  R2,306  million  toward  road  transport  and  11,8%  or 
R1,468  million  towards  electricity  are  budgeted  for. 


1.4.1.2  Free  Basic  Services:  Basic  Social  Services  Package 

The  social  package  assists  households  that  are  poor  or  face  other  circumstances  that  limit 
their  ability  to  pay  for  services.  To  receive  these  free  services  the  households  are  required  to 
register  in  terms  of  the  Hessequa’s  Indigent  Policy.  The  Policy  has  two  qualifying  income 
limitations  where  by  residence  can  register.  Category  A is  for  residences  who  earn  R3000 
or  less  per  month,  and  category  B for  residence  who  earn  between  R3001  - R3500  per 
month.  Detail  relating  to  free  services,  cost  of  free  basis  services,  revenue  lost  owing  to  free 
basic  services  as  well  as  basic  service  delivery  measurement  is  contained  in  MBRR  A10 
(Basic  Service  Delivery  Measurement). 

The  cost  of  the  social  package  of  the  registered  indigent  households  is  largely  financed  by 
national  government  through  the  local  government  equitable  share  received  in  terms  of  the 
annual  Division  of  Revenue  Act. 

The  following  graph  shows  the  cost  of  free  basic  services,  rate  rebates,  6kl  water  and  50 
kWH  free  units,  (amount  R’OOO) 


20om 

2009/10 

2010/11 

Current  Year  201 1/12 

2012/13  Medium  Term  Revenue  & 

Description 

Ref 

Outcome 

Outcome 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2012/13 

Budget  Year 

+1  2013/14 

Budget  Year 

♦2  2014/15 

Property  rates  {R1 5 000  thresheW  refcaee) 

2,457 

2,771 

3,030 

3,283 

3,283 

3,283 

3,578 

4,008 

4,408 

Property  rates  {other  exempoorts, 
reducSons  and  retaces) 

665 

919 

992 

1,084 

1,084 

1,084 

1,306 

1,376 

1,476 

VidUsr 

3,476 

3,297 

3,407 

3,826 

3,826 

3,826 

4,289 

4,579 

4,979 

Sanitaoon 

1,760 

3,152 

3,250 

3,676 

3,676 

3,676 

4,826 

5,067 

5,473 

Becjroty.'oiher  energy 

1,588 

1,583 

1,710 

2,055 

2,055 

2,055 

2,406 

2,149 

2,364 

Reiise 

1,504 

2,539 

2,742 

2,962 

2,962 

2,962 

3,981 

4,306 

4,369 

Vlunicipai  'kxising  - rental  rebates 

Housing  • lop  structure  subsidies 

6 

Other 

307 

307 

307 

132 

132 

132 

309 

325 

351 

Total  revenue  cost  of  free  services 

provided  (total  social  package} 

11,757 

14,568 

15,438 

17,018 

17.018 

17,018 

20.695 

21,810 

23,420 

1.4.2  Capital  expenditure 

The  following  table  provides  a breakdown  of  budgeted  capital  expenditure  by  vote: 


Table  13  2011/12  Medium-term  capital  budget  per  vote 


Vote  Description 

Ref 

2m/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre-audit 

outcome 

Budget  Year 

2012/13 

Budget  Year 

+1  2013/14 

Budget  Year 

♦2  2014/15 

Csoital  Expenditure  • Standard 

Governance  and  administration 

32t,15€ 

2.2S1 

10,456 

3,087 

3,306 

3,306 

3,307 

3,079 

1,183 

966 

Executive  and  councd 

24 

21 

4 

2 

2 

2 

2 

Budget  and  ^essury  oUce 

321,132 

2,230 

206 

308 

235 

235 

235 

335 

282 

18 

Coftwaie  services 

10,246 

2,777 

3,070 

3,070 

3,070 

2,744 

902 

548 

Community  and  pub/ic  safety 

2,5«€ 

2,776 

2,940 

3,107 

3,240 

3,240 

3,239 

2,955 

1,707 

1,370 

Cortmunity  and  social  services 

524 

603 

293 

518 

561 

561 

561 

1,155 

610 

584 

Sport  and  recreatioo 

2,011 

1,757 

1,397 

2,062 

2,229 

2,229 

2,229 

1,226 

697 

576 

Public  saristy 

31 

416 

1,226 

527 

449 

449 

449 

574 

400 

210 

■tousing 

24 

Health 

Economic  and  environmentaf  services 

24,511 

23,264 

20,027 

28,020 

34,259 

34,259 

34,259 

17,517 

19,023 

18,825 

Planning  and  development 

149 

15 

Road  transport 

24,324 

23,235 

20,027 

28,020 

34,259 

34,259 

34,259 

17,517 

19,023 

18,325 

Enwonnierital  protection 

38 

14 

500 

Trading  services 

21,393 

33,249 

18,302 

33,908 

30,962 

30,962 

30,%2 

25,385 

38.160 

43,483 

Eieonaty 

4,883 

10,961 

9,784 

15,743 

13,482 

13,482 

13,482 

7,909 

18,389 

24,870 

Water 

6.454 

5,659 

4,032 

7,987 

5,995 

5,995 

5,995 

11,710 

6,770 

11,243 

Waste  y/aer  management 

9,035 

16,629 

3,896 

8,678 

10,055 

10,055 

10,055 

5,745 

10,547 

4,718 

Waste  'ranagement 

1,021 

590 

1,500 

1,430 

1,430 

1,430 

- 

2,455 

2,653 

other 

50 

17 

Total  Capital  Expenditure  - Standard 

3 

369,675 

61,557 

51,724 

68.122 

71,767 

71,767 

71,767 

48,915 

60,074 

64,643 

The  total  201 1/12  Capital  Budget  of  R71,767  million  decreases  dramatically  for  2012/13  to 
R48,915  million.  This  decrease  has  been  necessitated  due  to  a shortage  of  own  capital 
financing  within  Hessequa.  For  the  2012/13  budget,  round  R38,6  million  been  budget  for  the 
development  of  infrastructure(79,0%  of  total  Capital  Budget)  as  opposed  to  the  R61,561 
million  (85,8%  of  the  total  Capital  Budget)  for  the  201 1/12  Budget.  In  the  outer  years  the 
Capital  Budget  for  development  for  infrastructure  increases  to  R48,010  million  (+24,4%)  in 
2013/14  and  R54,689  million  in  2014/15.  In  2012/13  transport  and  roads  receives  the 
highest  allocation  of  R1 7,51 7 million  followed  by  water  infrastructure  with  R1 1,710million, 
electricity  infrastructure  with  R7,909  million  and  sanitation  with  R5,745  million. 


The  following  graph  provides  a breakdown  of  the  capital  budget  to  be  spent  on 
infrastructure  related  projects  over  the  MTREF. 


Capital  Infrastructure  Program  per  year 


■ Infrastructure  - Electricity 

■ Infrastructure  - Road  Transport 

■ Infrastructure  - Sanitation 

■ Infrastructure  - Water 


2008/2009 

2009/2010 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Infrastructure  - Electricity 

4 883  000 

10  959  000 

9 784  000 

13  482  000 

7 909  000 

18  389  000 

24  870  000 

Infrastructure  - Road  Transport 

24  324  000 

23  235  000 

20  027  000 

34  259  000 

17  517  000 

19  023  000 

18  325  000 

Infrastructure  - Sanitation 

9 035  000 

16  629  000 

3 896  000 

10  055  000 

5 745  000 

10  547  000 

4 718  000 

Infrastructure  - Water 

6 454  000 

5 659  000 

4032000 

5 995  000 

11  710  000 

6 770  000 

11243  000 

Further  detail  relating  to  asset  classes  and  proposed  capital  expenditure  is  contained  in 
Table  23  MBRR  A9  (Asset  Management). 

Some  of  the  salient  projects  to  be  undertaken  over  the  medium-term  includes,  amongst 
others: 


• Sewerage  Works  Phase  2 (Kwezi  V3  report)  Stillbay  - R3,15million  / Loan 

• New  Resevoir  Heidelberg  - R3, /million  / MIG 

• New  Resevoir  Albertinia  - R3,9million  / MIG 

• 250  Sub-economical  Houses  Slangrivier  - R2million  / Loan  - DME 

• Teerstrate  Hessequa  - R8,785  million  / Loan  - CRR 

• Upgrading  of  Pavements  Riversdale  - R1  million  / EPW 

• Stormwater  and  pavaments  - Hessequa  - R3,6m  /MIG 

1.4.3  FINANCING  OF  CAPITAL 

Own  funding  of  the  Capital  pogramme  decrease  dramatically  for  the  2012/1 3 finacial  year. 
External  Loan  for  2012/13  will  be  R1 6,250  million  and  own  funds  (CRR)  will  be  R1 8,296 
million. 

THE  FOLLOWING  GRAPH  SHOWS  THE  FUNDING  SOURCES  FOR  THE 
2012/13  FINANCIAL  YEAR 


■ GRANTS  & SUBSIDIES 


■ EXTERNAL  LOANS 


■ OWN  FUNDS 


2011/2012 

2012/2013 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

GRANTS  & SUBSIDIES 

15,012.000 

14,368,550 

22,825,950 

31,867,900 

20,117,700 

6,700,000 

EXTERNAL  LOANS 

25,000,000 

16,250,000 

16,150,000 

17,250,000 

18,750,000 

19,550,000 

OWN  FUNDS 

31,755,000 

18,296,350 

21,097,800 

15,525,500 

17,670,000 

21,878,000 

2016/2017 
2015/2016  I 
2014/2015  I 


APITAL  FUNDING  OVER  THE  MTREF 


10,000,000 


20,000,000 


30,000,000 


40,000,000 


1.5  Annual  Budget  Tables  - Parent  Municipality 

The  following  pages  present  the  ten  main  budget  tables  as  required  in  terms  of  section  8 of 
the  Municipal  Budget  and  Reporting  Regulations.  These  tables  set  out  the  municipality’  s 
2012/13  budget  and  MTREF  as  approved  by  the  Council.  Each  table  is  accompanied  by 
explanatory  notes  on  the  facing  page. 
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Table  14  MBRR  Table  A1  - Budget  Summary 


Docription 

2008/9 

2009/10 

2010/11 

Current  Year  201 1/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousands 

Audited 

Audiled 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+1  2013/14 

♦2  2014/15 

Financial  Performance 

Property  raes 

31,812 

40,125 

42,631 

47,564 

47,564 

47,564 

47,564 

51,862 

58,111 

63,941 

Service  charges 

84,249 

100,438 

118,221 

134,031 

134,032 

134,031 

134,031 

151,009 

169,399 

187,468 

Investment  revenue 

10,356 

5,897 

3,967 

4,500 

3,800 

3,800 

3,800 

4,020 

4,140 

4,260 

Transfers  recognised  - operaoonal 

43,424 

99,895 

48,481 

48,761 

53,778 

53,778 

53,778 

50,798 

46,189 

49,623 

Oher  own  revenue 

15,499 

12,712 

26,314 

31,555 

12,421 

12,421 

12,421 

13,057 

22,866 

33,730 

Total  Revenue  (excluding  capital  transfers 
and  contributions) 

185,340 

259,067 

239,615 

266,411 

251,594 

251,594 

251,594 

270,745 

300,705 

339,022 

Employee  costs 

51.120 

68,190 

86,089 

90,073 

90,073 

90,074 

90,074 

97,050 

102,164 

107,546 

Remuneration  of  councillors 

3,627 

4,082 

4,093 

4,366 

4,366 

4,366 

4,366 

4,758 

5,067 

5,396 

Sepreoaoon  & asset  impairment 

9,665 

14,131 

15,593 

16,476 

16,476 

16,476 

16,476 

17,741 

19,699 

21,956 

Finance  charges 

3,815 

4,260 

5,601 

7,617 

7,617 

7,617 

7,617 

9,414 

10,448 

11,656 

Maienais  and  bult  purchases 

27,700 

35,858 

44,874 

56,268 

56,268 

56,268 

56,268 

63,667 

72,048 

81,544 

Transfers  and  grants 

5,300 

6,764 

8,893 

9,737 

9,737 

9,737 

9,737 

12,753 

13,516 

14,316 

Oher  expenditure 

65,757 

120,975 

74,632 

75,878 

78,587 

78,587 

78,587 

73,231 

74,201 

76,719 

Total  Expenditure 

166,984 

254,260 

239,781 

260,415 

263,124 

263,125 

263,125 

278,614 

297,143 

319,134 

Surplus/(Deficit) 

18,356 

4,807 

(166) 

5,996 

(ii,^) 

(11,531) 

(11,531) 

(7,868) 

3,562 

19,888 

Transfers  recognised  - capiai 

28,844 

30,782 

7,842 

16,432 

15,012 

15,012 

15,012 

14,369 

22,826 

31,868 

Conmtxnicns  recognised  - capital  & contributed  a 

3,205 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Dcficit|  after  capital  transfers  & 

contributions 

50,405 

35,589 

7,676 

22,428 

3,482 

3,481 

3,481 

6,500 

26,388 

51,756 

Share  of  surplus/  (defat)  of  assooate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit|  for  the  year 

50,405 

35,589 

7,676 

22,428 

3,482 

3,481 

3,481 

6,500 

26,388 

51,756 

Caoital  exoenditure  & funds  sources 

Capital  expenditure 

369,675 

61,557 

51,724 

63,122 

71,767 

71,767 

71,767 

48,915 

60,074 

64,643 

Transfers  recognised  - capital 

32,049 

30,782 

7,842 

16,432 

15,012 

15,012 

15,012 

14,369 

22,826 

31,868 

Public  conmbuiions  & donaoons 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

9,478 

14,808 

22,023 

25,000 

25,000 

25,000 

25,000 

16,250 

16,150 

17,250 

fetemally  generated  funds 

328,148 

15,967 

21,859 

26,690 

31,755 

31,755 

31,755 

18,296 

21,098 

15,526 

Total  sources  of  capital  funds 

369,675 

61,557 

51,724 

68,122 

71,767 

71,767 

71,767 

48,915 

60,074 

64,643 

Financial  oosition 

Total  cument  assets 

124,507 

95,680 

101,528 

71,337 

55,724 

55,724 

55,724 

35,402 

32,669 

53,732 

Total  non  current  assets 

472,977 

513,636 

549,712 

607,687 

604,401 

604,401 

604,401 

633,812 

672,157 

712,525 

Total  cument  iiabtlmes 

78,669 

50,177 

60,607 

47,680 

47,680 

47,681 

47,680 

45,199 

49,321 

52,806 

Total  non  current  liabtlnes 

57,597 

68,321 

92,139 

110,472 

110,472 

110,472 

110,472 

115,540 

121,917 

130,688 

Community  weaBh/Equity 

461,217 

490,818 

498,493 

520,872 

501,973 

501,973 

501,973 

508,474 

533,587 

582,762 

Cash  flo-AS 

Net  cash  fom  (used)  operating 

61,748 

15,072 

24,796 

19,914 

18,961 

18,961 

18,961 

26,326 

41,779 

57,888 

Net  cash  torn  (used)  investing 

(51,229) 

(60,666) 

(39,928) 

(47,970) 

(70,040) 

(70,040) 

(70,040) 

(48,152) 

(48,374) 

(42,324) 

Net  cash  fom  (used)  fnanang 

4,003 

12,078 

26,353 

13,606 

16,315 

16,315 

16,315 

6,218 

5,761 

7,530 

Cash/cash  equivalents  at  the  year  end 

94,413 

60,897 

72,124 

62,674 

27,910 

27,910 

27,910 

14,302 

13,468 

36,562 

Cash  backino/surolus  reconciliation 

Cash  and  investments  avalable 

94,413 

60,897 

72,123 

43,518 

27,906 

27,906 

27,906 

15,424 

16,204 

40,730 

Applicaiion  of  cash  and  investments 

227,354 

36,811 

56,954 

27,139 

21,855 

21,855 

21,855 

16,836 

11,376 

20,198 

Balance  • surplus  (shortfall) 

(132,941) 

24,086 

15,169 

16,379 

6,050 

6,051 

6,051 

(1,413) 

4,828 

20,531 

Asset  manaoement 

Asset  register  summary  (WDV) 

472,947 

513,608 

549,685 

607,656 

604,377 

604,377 

633,790 

633,790 

672,136 

712,505 

Depreaation  & asset  impatiment 

9,665 

14,131 

15,598 

16,476 

16,476 

16,476 

17,741 

17,741 

19,699 

21,956 

Renev/al  of  Exiswg  Assets 

21,748 

22,044 

17,389 

41,092 

42,497 

42,497 

42,497 

16,978 

21,907 

17,202 

Repars  and  Vlantenance 

11,125 

11,372 

12,476 

12,908 

12,662 

12,662 

12,510 

12,510 

13,600 

14,618 

Free  services 

Cost  of  Free  Basic  Services  provided 

694 

881 

926 

1,043 

1,043 

1,043 

1,292 

1,292 

1,342 

1,432 

Revenue  cost  of  free  services  provided 
Households  below  minimum  service  level 

11,757 

14,568 

15,438 

17,018 

17,018 

17,018 

20,695 

20,695 

21,810 

23,420 

Water: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitaton.'sev/erage: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Energy: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 
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Explanatory  notes  to  MBRR  Table  A1  - Budget  Summary 

1.  Table  A1  is  a budget  summary  and  provides  a concise  overview  of  Hessequa’s  budget 
from  all  of  the  major  financial  perspectives  (operating,  capital  expenditure,  financial 
position,  cash  flow,  and  MFMA  funding  compliance). 

2.  The  table  provides  an  overview  of  the  amounts  to  be  approved  by  Council  for  operating 
performance,  resources  deployed  to  capital  expenditure,  financial  position,  cash  and 
funding  compliance,  as  well  as  the  municipality’s  commitment  to  eliminating  basic  service 
delivery  backlogs. 

3.  Financial  management  reforms  emphasizes  the  importance  of  the  municipal  budget  being 
funded.  This  requires  the  simultaneous  assessment  of  the  Financial  Performance, 
Financial  Position  and  Cash  Flow  Budgets,  along  with  the  Capital  Budget.  The  Budget 
Summary  provides  the  key  information  in  this  regard: 

a.  The  operating  surplus  is  positive  over  the  MTREF  period  with  the  Budgeted 
Surplus  for  2012/13  at  R6,500  million. 

b.  Capital  expenditure  is  balanced  by  capital  funding  sources,  of  which 

i.  Transfers  recognized  is  reflected  on  the  Financial  Performance  Budget; 

ii.  Borrowing  is  incorporated  in  the  net  cash  from  financing  on  the  Cash  Flow 
Budget 

ill.  Internally  generated  funds  is  financed  from  a combination  of  the  current 
operating  surplus  and  accumulated  cash-backed  surpluses  from  previous 
years.  The  amount  is  incorporated  in  the  Net  cash  from  investing  on  the  Cash 
Flow  Budget.  The  fact  that  hessequa’s  cash  flows  decrease  on  an  annual 
basis  indicates  that  it  is  necessary  that  cash  recourses  must  be  found  to 
finance  the  capital  budget. 

4.  The  Cash  backing/surplus  reconciliation  shows  that  in  previous  financial  years  Hessequa 
has  been  paying  attention  to  managing  this  aspect  of  its  finances,  and  consequently 
many  of  its  obligations  are  cash-backed.  However,  the  reconciliation  reflects  that 
Hessequa’s  cash  backing/surplus  reconciliation  has  decreased  to  a surplus  of  R6,051 
million  for  201 1/12.  The  reconciliation  shows  a shortfall  of  R1 .413  million  for  the  2012/13 
financial  year  with  improvements  to  R4,828  million  in  2013/14  and  R20,531  million  in 
2014/15.  Die  improvement  in  the  outer  years  are  due  to  sale  of  land  and  must  be  insured 
that  these  transactions  do  occur. 

5.  Even  though  the  Council  is  placing  great  emphasis  on  securing  the  financial  sustainability 
of  the  municipality,  this  is  not  being  done  at  the  expense  of  services  to  the  poor.  The 
section  of  Free  Services  shows  that  the  amount  spent  on  Free  Basic  Services  and  the 
revenue  cost  of  free  services  provided  by  the  municipality  continues  to  increase. 
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Table  15  MBRR  Table  A2  - Budgeted  Financial  Performance  (revenue 
and  expenditure  by  standard  classification) 


Standard  Classification  Description 

Ref 

2(KI8/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framevrork 

R thousand 

t 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2012/13 

♦1 2013/14 

+2  2014/15 

Revenue  ■ Standard 

Governance  and  administration 

61,317 

69,513 

83,321 

80,517 

79,818 

79,818 

89,416 

98,414 

107,946 

Executive  and  counal 

15,613 

17,720 

21,935 

23,770 

23,678 

23,678 

29,118 

31,359 

34,420 

Budget  and  treasury  olce 

44,537 

50,620 

51,231 

55,357 

54,567 

54,567 

58,685 

65,319 

71,660 

Corporate  services 

1,167 

1,173 

10,154 

1,390 

1,573 

1,573 

1,614 

1,736 

1,865 

Community  and  public  safety 

28,146 

82,209 

30,199 

30,522 

32,128 

32,128 

34,444 

28,559 

30,432 

Community  and  sooal  services 

1,15S 

1,307 

987 

1,057 

2,613 

2,613 

4,775 

615 

663 

Sport  and  recreation 

6,081 

5,869 

6,919 

6,991 

6,991 

6,991 

7,870 

8,562 

9,418 

Public  safsty 

4,,64S 

4,676 

5,056 

4,736 

4,786 

4,786 

4,839 

5,068 

5,320 

■lousing 

16,257 

70,357 

17,237 

17,738 

17,738 

17,738 

16,960 

14,314 

15,031 

•leadh 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic  and  environmental  services 

27,493 

14,599 

9,559 

24,415 

7,152 

7,152 

6,595 

12,464 

24,087 

Planning  and  deveiopirent 

4,882 

1,430 

4,545 

21,108 

2,360 

2,360 

1,980 

11,064 

21,076 

Road  transport 

22,341 

13,036 

4,870 

3,132 

4,608 

4,608 

4,440 

1,214 

2,824 

Envronmental  protection 

270 

133 

144 

175 

183 

183 

175 

186 

187 

Trading  services 

100,433 

123,488 

124,378 

147,390 

147,508 

147,508 

154,659 

184,094 

208,425 

Electncity 

51,893 

67,501 

80,089 

93,826 

91,602 

91,602 

94,706 

116,128 

134,762 

Water 

24,054 

19,494 

19,398 

24,906 

25,738 

25,738 

29,925 

28,272 

34,912 

Waste  v/aKr -management 

16,893 

27,711 

14,896 

17,662 

19,172 

19,172 

17,944 

26,162 

23,866 

Waste  -management 

7,592 

8,782 

9,995 

10,996 

10,996 

10,996 

12,084 

13,532 

14,884 

Other 

4 

- 

40 

- 

- 

- 

- 

- 

- 

- 

Total  Revenue  ■ Standard 

2 

217,388 

^,M9 

247,457 

282,844 

266,606 

266,606 

285,114 

323,531 

370,890 

Exoenditure  • Standard 

Governance  and  administrabon 

42,441 

52,526 

62,184 

63,018 

62,933 

62,933 

71,824 

76,294 

78,240 

Executive  and  counal 

19,971 

22,836 

34,259 

28,336 

28,363 

28,363 

32,414 

34,878 

35,040 

Budget  and  treasury  olce 

9,887 

12,963 

12,799 

15,397 

15,247 

15,247 

16,871 

17,815 

18,920 

Corporate  services 

12,583 

16,727 

15,125 

19,285 

19,323 

19,323 

22,539 

23,601 

24,280 

Community  and  public  safely 

33,341 

91,509 

43,237 

48,154 

48,228 

48,228 

48,818 

48,237 

50,832 

Convnunity  and  sooal  services 

4,719 

4,970 

5,597 

6,875 

6,848 

6,848 

7,160 

7,599 

7,857 

Sport  and  recreation 

7,594 

9,905 

11,839 

13,431 

13,489 

13,489 

14,703 

15,564 

16,407 

Public  safety 

4,266 

6,207 

8,594 

10,044 

10,086 

10,086 

9,975 

10,739 

11,515 

■lousing 

16,741 

70,427 

17,207 

17,804 

17,804 

17,804 

16,980 

14,335 

15,053 

•fealih 

21 

- 

- 

- 

- 

- 

- 

- 

- 

Economic  and  environmental  services 

20,267 

25,140 

31,766 

34,041 

33,898 

33,898 

36,435 

39,467 

43,053 

Planning  and  development 

3,092 

3,310 

5,316 

5,556 

5,497 

5,497 

5,729 

5,949 

6,184 

Road  transport 

15,128 

20,332 

25,401 

27,514 

27,525 

27,525 

29,319 

32,219 

35,577 

EnvronTental  protecJon 

2,048 

1,498 

1,049 

971 

877 

877 

1,387 

1,299 

1,292 

Trading  services 

68,971 

82,906 

101,378 

113,669 

116,532 

116,532 

119,503 

131,045 

144,8% 

Bectnoty 

38,845 

51,196 

66,082 

75,476 

75,348 

75,348 

78,447 

87,669 

98,344 

Water 

15,372 

14,102 

14,735 

16,481 

19,308 

19,308 

18,383 

19,710 

21,144 

Waste  v/aierrmanagement 

8,359 

10,408 

11,287 

11,810 

12,090 

12,090 

12,838 

13,824 

15,157 

Waste  management 

6,395 

7,200 

9,275 

9,902 

9,786 

9,786 

9,835 

9,842 

10,251 

Other 

4 

1,%3 

2,180 

1,216 

1,534 

1,534 

1,534 

2,033 

2,100 

2,113 

Total  Expenditure  - Standard 

3 

'i66',i3 

254, Mi 

239,781 

260,416 

'26'3,'iM 

263,126 

278,614 

297,143 

319,134 

Surplua/fDeficit)  for  the  year 

50,405 

35,588 

7,676 

22,428 

3,481 

3,481 

6,500 

26,388 

51,756 
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Explanatory  notes  to  MBRR  Table  A2  - Budgeted  Financial  Performance 

(revenue  and  expenditure  by  standard  classification) 

1.  Table  A2  is  a view  of  the  budgeted  financial  performance  in  relation  to  revenue  and 
expenditure  per  standard  classification.  The  modified  GFS  standard  classification  divides 
the  municipal  services  into  14  functional  areas  (Health  is  not  a Municipal  function 
anymore). 

2.  Note  the  Total  Revenue  on  this  table  includes  capital  revenues  (Transfers  recognized  - 
capital)  and  so  does  not  balance  to  the  operating  revenue  shown  on  Table  A4. 

3.  Note  that  as  a general  principle  the  revenues  for  the  Trading  Services  should  exceed 
their  expenditures.  The  table  highlights  that  this  is  the  case  for  Electricity,  Water  and 
Waste  water  and  Waste  management  function. 

4.  Other  functions  that  show  a deficit  between  revenue  and  expenditure  are  being  financed 
from  rates  revenues  and  other  revenue  sources. 

Table  16  MBRR  Table  A3  - Budgeted  Financial  Performance  (revenue 

and  expenditure  by  municipal  vote) 


Vote  Description 

Ref 

Mcm 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framev^ork 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2012/13 

Budget  Year 

+1  2013/14 

Budget  Year 

+2  2014/15 

Revenue  bv  Vote 

Vote  1 - Executive  & Counol 

15.613 

17,720 

21,935 

23,770 

23,678 

23,678 

29.118 

31,359 

34.420 

Voe  2 - Finance  S Adnun 

45,954 

51,848 

61,385 

56,796 

56,140 

56,140 

60,298 

67,055 

73,526 

Vote  3 • Planning  & Development 

4,882 

1,430 

4.545 

21,108 

2,360 

2,360 

1,980 

11,064 

21,076 

Vote  4 - Community  4 Sooal  Services 

909 

1,252 

987 

1,008 

2,615 

2,615 

4.775 

615 

663 

Vote  5 - ^ous^ng 

16,257 

70,357 

17,237 

17,738 

17,738 

17,738 

16,960 

14,314 

15,031 

Vote  6 - Public  Safety 

4,649 

4,676 

5,056 

4,736 

4,786 

4,786 

4,839 

5,068 

5,320 

Vole  7 - Sport  4 Pecreanon 

6,081 

5,869 

6,919 

6,990 

6,990 

6,990 

7,870 

8,562 

9,418 

Vote  8 - Enviponmena  Protection 

270 

133 

144 

175 

183 

183 

175 

186 

187 

Vote  9 - Waste  Vlanasement 

7,592 

8,782 

9,995 

10,996 

10,996 

10,996 

12,084 

13,532 

14,884 

Vote  10  - Waste  Water  Vlanage^ent  (Se/ierage) 

16,893 

27,711 

14,896 

17,662 

19,172 

19,172 

17,544 

26,162 

23,866 

Vote  1 1 - Poad  T ransport 

22,341 

13,036 

4,870 

3,132 

4,608 

4,608 

4.440 

1,214 

2,824 

Vote  12 -Water 

24,054 

19,494 

19,398 

24,906 

25,738 

25,738 

29,925 

28,272 

34,912 

Vote  13  - Bectrctty 

51,893 

67,501 

80,089 

93,826 

91,602 

91,602 

94,706 

116,128 

134,762 

Vote  14  - Tounsm 

- 

40 

- 

- 

- 

- 

- 

- 

- 

Vote  15  - Pealili 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  Revenue  by  Vote 

2 

217,388 

289,849 

247,457 

282,843 

266,666 

266,666 

285,114 

323,531 

376,896 

Exoenditure  bv  Vote  to  be  aoDroDiidted 

Vote  1 - Executive  4 Counal 

1 

19,511 

22,836 

34,259 

28,336 

28,363 

28,363 

32,414 

34,878 

35,040 

Vote  2 • Finance  & Adn^n 

22,930 

29,690 

27,925 

34,682 

34,571 

34,571 

39,410 

41,417 

43,201 

Vote  3 - Planning  4 Development 

3,092 

3,310 

5,316 

5,555 

5,495 

5,495 

5,729 

5,949 

6,184 

Vote  4 - Community  4 Sooal  Services 

4,057 

4,970 

5,597 

6,875 

6,848 

6,848 

7,160 

7,599 

7,857 

Vote  5 - Housing 

16,741 

70,427 

17,207 

17,804 

17,804 

17,804 

16,980 

14,335 

15,053 

Vote  6 - Public  Safety 

4,266 

6,207 

8,594 

10,044 

10,086 

10,086 

9,975 

10,739 

11,515 

Vote  7 - Sport  4 Pecreanon 

7,594 

9,905 

11,839 

13,431 

13,490 

13,490 

14,703 

15,564 

16,407 

Vote  8 - Environmental  Protection 

2,048 

1,498 

1,049 

971 

877 

877 

1,387 

1,299 

1,292 

Vote  9 - Waste  Vlanagement 

6,395 

7,200 

9,275 

9,902 

9,867 

9,867 

9,835 

9,842 

10,251 

Vote  10  - Waste  V/ater  Management  (Sev/erage) 

8,359 

10,408 

11,287 

11,810 

12,009 

12,009 

12,838 

13,824 

15,157 

Vote  1 1 - Poad  Transport 

15,128 

20,332 

25,401 

27,514 

27,525 

27,525 

29,319 

32,219 

35,577 

Vote  12 -Water 

15,372 

14,102 

14,735 

16,481 

19,308 

19,308 

18,383 

19,710 

21,144 

Vote  13  - Electroty 

39,507 

51,196 

66,082 

75,476 

75,349 

75,349 

78,447 

87,669 

98,344 

Voce  14  - Tounsm 

1,963 

2,180 

1,216 

1,534 

1,534 

1,534 

2,033 

2,100 

2,113 

Vote  15  - Healin 

21 

- 

- 

- 

- 

- 

- 

- 

- 

Total  Expenditure  by  Vote 

2 

166,983 

254,261 

239,781 

266,415 

MS, 126 

263,126 

278,614 

297,143 

319,134 

Surplu3/(Deficit)  for  the  year 

2 

56,405 

35,588 

7,676 

22,428 

3,481 

3,481 

6,566 

26,388 

51,756 

Explanatory  notes  to  MBRR  Table  A3  - Budgeted  Financial  Performance 
(revenue  and  expenditure  by  municipal  vote) 

1 . Table  A3  is  a view  of  the  budgeted  financial  performance  in  relation  to  the  revenue 
and  expenditure  per  municipal  vote.  This  table  facilitates  the  view  of  the  budgeted 
operating  performance  in  relation  to  the  organizational  structure  of  Hessequa.  This 
means  it  is  possible  to  present  the  operating  surplus  or  deficit  of  a vote. 
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Table  17  Surplus/(Deficit)  calculations  for  the  trading  services 


Suplus/(  Deficit)  calculations  forthe  trading  services  over  the  MTREF  - (excl  capital 
grants/incl.  internal  transfers) 


Adj.  Budget 

Budget 

Budget 

Budget 

ELECTRICITY 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Total  Revenue 

95  518  977 

100  585  553 

113  548  395 

126  843  147 

Operating  Expenditure 

82  089  840 

84  365  780 

94  353  506 

105  916  730 

Surplus/(Deficit)  for  the  year 

13  429  137 

16  219  773 

19  194  889 

20  926  417 

Percentage  Surplus 

16.4 

19.2 

20.3 

19.8 

Adj.  Budget 

Budget 

Budget 

Budget 

WATER 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Total  Revenue 

22  099  073 

24  011462 

26  886  647 

29  538  470 

Operating  Expenditure 

21 931 809 

21410  509 

23  123  903 

25  005  733 

Surplus/(Deficit)  forthe  year 

167  264 

2 600  953 

3 762  744 

4 532  737 

Percentage  Surplus/(Deficit) 

0.8 

12.1 

16.3 

18.1 

Adj.  Budget 

Budget 

Budget 

Budget 

SEWERAGE 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Total  Revenue 

14  714  765 

17 195  168 

19  254  759 

21 179  137 

Operating  Expenditure 

15  079  130 

16  535  450 

17  966  309 

19  809  811 

Surplus/(Deficit)  for  the  year 

-364  365 

659  718 

1 288  450 

1 369  326 

Percentage  Deficit 

-2.4 

4.0 

7.2 

6.9 

Adj.  Budget 

Budget 

Budget 

Budget 

REFUSE 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Total  Revenue 

11094  541 

12  200  259 

13  658  531 

15  022  252 

Operating  Expenditure 

11 105  450 

11 185  547 

11 294  189 

11 811 862 

Surplus/(Deficit)  for  the  year 

-10  909 

1 014  712 

2 364  342 

3 210  390 

Percentage  Surplus/(Deficit) 

-0.1 

9.1 

20.9 

27.2 

1 . The  above  table  is  an  analysis  of  the  surplus  or  deficit  for  the  Electricity,  Water,  Sewerage 
and  Refuse  services. 

2.  The  electricity  trading  surplus  has  increases  from  2011/12  (R13,429  million)  to  2012/13 
(R16,219  million)  and  the  two  outer  years  increases  to  R19,194  million  for  2013/14  and 
R20,929  million  for  2014/15. 

3.  The  water  trading  surplus  has  increased  from  2011/12  (R0,167  million)  to  2012/13 
(R2,601  million)  and  the  two  outer  years  increases  to  R3,763  million  for  2013/14  and 
R4,532  million  for  2014/1 5. 

4.  The  Sewerage  surplus  has  increased  from  201 1/12  (shortfall  R0,364  million)  to  2012/13 
(R0,659  million)  and  the  two  outer  years  increases  to  R1,288  million  for  2013/14  and 
R1,369  million  for  2014/15. 
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5.  The  Refuse  surplus  has  increased  from  201 1/12  (shortfall  R,010  million)  to  2012/13 
(R1 ,015  million)  and  the  two  outer  years  increases  to  R2,364  million  for  2013/14  and 
R3,210  million  for  201 4/1 5. 

6.  All  the  surpluses  of  the  above  trading  services  are  used  to  cross  subsidize  the  municipal 
rates  service. 


Table  18  MBRR  Table  A4  - Budgeted  Financial  Performance  (revenue 
and  expenditure) 


Description 

Ref 

2448/9 

2449/14 

2414/t1 

Current  Year  2411/12 

2412/13  Medium  Term  Revenue  4 

Expenditure  Framework 

R thousand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

♦t  2013/14 

+2  2014/15 

Revenue  Bv  Source 

Property  rates 

2 

31,812 

40,125 

42,631 

47,564 

47,564 

47,564 

47,564 

51,862 

58,111 

63,941 

Property  rates  - penaftes  & collection  charges 

- 

- 

- 

Service  charges  - eiecincity  revenue 

2 

44,539 

60,604 

73,194 

85,139 

85,139 

85,139 

85,139 

93,771 

105,376 

117,043 

Service  charges  - v/ater  revenue 

2 

13,673 

13,834 

16,707 

18,275 

18,275 

18,275 

18,275 

22,598 

25,337 

27,871 

Service  charges  - sanitation  revenue 

2 

13,349 

12,263 

13,688 

14,662 

14,662 

14,662 

14,662 

17,094 

19,144 

21,059 

Service  charges  - reiise  revenue 

2 

7,509 

8,709 

9,781 

10,932 

10,932 

10,932 

10,932 

12,021 

13,463 

14,810 

Service  charges  - other 

5,179 

5,027 

4,851 

5,023 

5,023 

5,023 

5,023 

5,525 

6,077 

6,685 

Rental  oftolmes  and  equipment 

2,993 

3,168 

3,585 

3,539 

3,539 

3,539 

3,539 

4,045 

4,302 

4,678 

merest  earned  - external  investments 

10,356 

5,897 

3,967 

4,500 

3,800 

3,800 

3,800 

4,020 

4,140 

4,260 

merest  earned  • outstanding  detlors 

1,419 

1,040 

1,063 

1,081 

1,081 

1,081 

1,081 

1,353 

1,518 

1,669 

Diwdends  received 

- 

- 

- 

Fines 

2,612 

2,569 

2,633 

2,446 

2,446 

2,446 

2,446 

2,500 

2,686 

2,894 

bcences  and  pemvts 

212 

205 

294 

273 

273 

273 

273 

277 

298 

309 

Agency  services 

1,147 

1,199 

1,221 

1,215 

1,215 

1,215 

1,215 

1,248 

1,266 

1,284 

Transfers  recognised  - operalonal 

43,424 

99,895 

48,481 

48,761 

53,778 

53,778 

53,778 

50,798 

46,189 

49,623 

Other  revenue 

2 

6,537 

3,906 

14,296 

2,851 

2,717 

2,717 

2,717 

2,633 

2,797 

2,897 

Gams  on  disposal  ot  PPE 

579 

625 

3,223 

20,150 

1,150 

1,150 

1,150 

1,000 

10,000 

20,000 

Total  Revenue  (excluding  capital  transfers 
and  contributions) 

185,344 

259,467 

239,615 

266,411 

251,594 

251,594 

251,594 

270,745 

300,705 

339,022 

Expenditure  By  Type 

Employee  related  costs 

2 

51,120 

68,190 

86,089 

90,073 

90,073 

90,074 

90,074 

97,050 

102,164 

107,546 

Remuneration  of  counallors 

3,627 

4,082 

4,093 

4,366 

4,366 

4,366 

4,366 

4,758 

5,067 

5,3% 

Debt  impairment 

3 

2,106 

3,393 

2,635 

2,635 

2,635 

2,635 

3,089 

3,275 

3,471 

Depreoanon  S asset  impairment 

2 

9,665 

14,131 

15,598 

16,476 

16,476 

16,476 

16,476 

17,741 

19,699 

21,956 

Finance  charges 

3,815 

4,260 

5,601 

7,617 

7,617 

7,617 

7,617 

9,414 

10,448 

11,656 

Bulk  purchases 

2 

27,700 

35,858 

44,874 

56,268 

56,268 

56,268 

56,268 

63,667 

72,048 

81,544 

Other  '"atenais 

8 

Comraoed  services 

696 

799 

3,172 

3,389 

3,389 

3,389 

3,389 

4,210 

4,374 

4,540 

Transfers  and  grants 

5,300 

6,764 

8,893 

9,737 

9,737 

9,737 

9,737 

12,753 

13,516 

14,316 

Other  expenditure 

4 5 

65,060 

118,070 

68,067 

69,854 

72,563 

72,563 

72,563 

65,932 

66,552 

68,708 

Loss  on  disposal  of  PPE 

Total  Expenditure 

166.984 

254,264 

239.781 

264,415 

263.124 

263.125 

263.125 

278,614 

297,143 

319,134 

Surplus/(Deficit| 

18,356 

4,847 

(166) 

5,9% 

(11,534) 

(11,531) 

(11,531) 

(7,868) 

3,562 

19,888 

Transfers  recognised  - capital 

28,844 

30,782 

7,842 

16,432 

15,012 

15,012 

15,012 

14,369 

22,826 

31,868 

Conirbuiions  recognised  - capital 

6 

3,205 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Conirbuted  assets 

Surplus/(Deficit)  after  capital  transfers  & 

contributions 

54,445 

35,589 

7,676 

22,428 

3,482 

3,481 

3,481 

6,500 

26,388 

51,756 

Taxation 

Surplus/(Deficit|  after  taxation 

54V445 

is.sw 

7,676 

22,428 

3,482 

3,481 

3,481 

6,504 

Auibutable  to  minorities 

Surplus/(Deficit|  attributable  to  municipality 

54,445 

35,589 

7,676 

22,428 

3,482 

3,481 

3,481 

6,504 

26,388 

51,756 

Share  of  surplus/  (defat)  of  assocaie 

7 

Surplus/(Deficit|  for  the  year 

54,445 

35,589 

7,676 

22,428 

3,482 

3,481 

3,481 

6,504 

26,388 

51,756 
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Explanatory  notes  to  Table  A4  - Budgeted  Financial  Performance 
(revenue  and  expenditure) 

1.  Total  revenue  is  R270,745  million  in  2012/13  and  escalates  to  R300,705  by  2013/14  and 
R339,022  million  by  2014/15.  This  represents  a year-on-year  increase  of  1 1 ,1%  for  the 
2013/14  financial  year  and  12,7%  for  the  2014/15  financial  year.  The  increase  for  the 
2011/12  year  to  year  for  201 2/1 3 represents  a 7,6%  increase. 

2.  Revenue  to  be  generated  from  property  rates  increase  with  9%  from  201 1/12  financial 
year  (R47, 564  million)  to  R51,862  million  in  2012/13.  This  revenue  base  remains  a 
significant  funding  source  for  Hessequa. 

3.  Services  charges  relating  to  electricity,  water,  sanitation  and  refuse  removal  constitutes 
the  biggest  component  of  the  revenue  basket  of  Hessequa  totaling  R1 45,484  million  for 
the  2012/13  For  the  2012/13  financial  year  service  charges  amounts  to  53,73%  of  the 
total  revenue  base. 

• Electricity  - R85,139  million  (201 1/12)  to  R93,771  million  (2012/13)  = 10,1%  increase 

• Water  - R18,275  million  (2011/12)  to  R22,598  million  (2012/13)  = 23,6%  increase 

• Sanitation  - R14,662  million  (201 1/12)  to  R17,094  million  (2012/13)  = 16,6% 
increase 

• Refuse  - R1 0,932  million  (201 1/12)  to  R12,021  million  (2012/13)  = 10%  increase 

4.  Transfers  recognized  - operating,  includes  the  local  government  equitable  share  and 
other  operating  grants  from  national  and  provincial  government.  It  needs  to  be  noted  that 
in  real  terms  the  grants  receipts  from  national  government  are  decreasing  slowly  over  the 
MTREF. 

5.  The  following  graph  illustrates  the  major  expenditure  items  per  type. 


EXPENDITURE  BY  MAJOR  TYPE 


60000000 


40000000 


U ' 

2008/09 

AUD 

2009/10 

AUD 

2010/11 

AUD 

a 

2011/12 

ADJ 

Budget 

Year 

2012/13 

Budget 

Year 

2013/14 

Budget 

Year 

2014/15 

1 Depreciation  & Asset  Impairment 

9665000 

14130874 

15598285 

16476000 

17740654 

19699016 

21956274 

■ Other  expenditure 

65756788 

120975227 

74632382 

78587277 

73231214 

74201096 

76719279 

Bulk  Purchases 

27700208 

35857983 

44874237 

56268000 

63667067 

72048467 

81544450 

■ Employee  related  costs 

51119572 

68190120 

86088835 

90073181 

97050107 

102163898 

107545894 

I Depreciations  Asset 
Impairment 


I Other  expenditure 


Bulk  Purchases 


I Employee  related  costs 


6.  Employee  related  cost  increases  with  7,74%  from  adjusted  budget  201 1/12  to  the 
2012/13  budget.  The  outer  two  years  increases  with  5,3%  in  each  year.  The  increase  of 
7,74%  is  due  to  the  provision  of  a 5,0%  salary  increase  and  25  new  posts  admitted  to  the 
budget. 

7.  Depreciation  and  Asset  Impairment  increase  with  7,7%  from  adjusted  budget  2011/12  to 
the  2012/13  budget.  The  outer  two  years  increases  with  1 1,0%  (2013/2014)  and  1 1 ,5% 
(2014/2015).  The  increases  are  due  to  the  yearly  capital  programme. 

8.  Bulk  purchases  increase  with  13,1%  from  adjusted  budget  201 1/12  to  the  2012/13 
budget.  The  outer  two  years  increases  with  13,2%  in  each  year.  The  increase  of  13,1% 
can  be  contributed  to  bulk  purchase  increase  price  or  13,5%. 

9.  Other  Expenditure  decrease  with  6,8%  from  adjusted  budget  201 1/12  to  the  2012/13 
budget.  The  outer  two  years  increases  with  1,3%  (2013/14)  and  3,4%  (2014/15).  The 
decrease  of  6,8%  are  due  to  less  operational  grants  for  2012/13. 


Table  19  MBRR  Table  A5  - Budgeted  Capital 

Expenditure  by  vote,  standard  classification  and  funding  source 


Vote  Description 

Ref 

2008^9 

2609/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

+1  2013/14 

♦2  2014/15 

Caoital  expenditure  ■ Vote 

Multi-vear  exoenditure  to  be  aoDroorialed 

2 

Vote  1 - Executive  & CouncJ 

24 

21 

4 

2 

2 

2 

2 

- 

- 

- 

Vole  2 - Finance  & Admm 

321,132 

2,231 

10,452 

3,085 

3,305 

3,305 

3,305 

3,079 

1,183 

966 

Vole  3 - Planning  & !)evetopfnent 

14S 

15 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  4 - Community  & Sooal  Services 

524 

603 

293 

518 

561 

561 

561 

1,155 

610 

584 

Vote  5 - Housing 

- 

- 

24 

- 

- 

- 

- 

- 

- 

- 

Vote  6 - Public  Safety 

31 

416 

1,226 

528 

449 

449 

449 

574 

400 

210 

Vote  7 - Sport  & Pecreaoon 

2,011 

1,758 

1,397 

2,062 

2,229 

2,229 

2,229 

1,226 

697 

576 

Vote  8 - Environmental  Protecson 

38 

14 

- 

- 

- 

- 

- 

- 

- 

500 

Vote  9 - Waste  Management 

1,021 

- 

590 

1,500 

1,430 

1,430 

1,430 

- 

2,455 

2,653 

Voe  10  - Wase  Waer  Management  (Sev/erage} 

9,035 

16,629 

3,896 

8,678 

10,055 

10,055 

10,055 

5,745 

10,547 

4,718 

Voe  11  - Poad  Transport 

24,324 

23,235 

20,027 

28,020 

34,259 

34,259 

34,259 

17,517 

19,023 

18,325 

Voe  12 -Water 

6,454 

5,659 

4,032 

7,987 

5,995 

5,995 

5,995 

11,710 

6,770 

11,243 

Vole  13  - Beceiaty 

4,883 

10,959 

9,784 

15,742 

13,482 

13,482 

13,482 

7,909 

18,389 

24,870 

Vole  14 . Tounsm 

50 

17 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  15  - Health 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital  multi-year  expenditure  sub-total 

7 

369,675 

61,557 

51,724 

68,122 

71,767 

71,767 

71,767 

40,915 

60,074 

64,843 

Sinole-vear  exoenditure  to  be  aoDroonated 

2 

Voe  1 - Executve  & Cound 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  2 - Finance  & Adrtxn 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  3 - Planning  & Development 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  4 - Community  & Social  Services 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  5 - Housing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  6 -Public  Safety 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vole  7 - Sport  & ^eaeaDon 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vole  8 • Environmental  ProiecJKXi 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  9 - Wase  Management 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  10  - Wase  Waer  Vlanagerrent  (Sewerage) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  11  - Road  Transport 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe12-V/aBr 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe  13  - Eletaioty 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Voe14-Tounsm 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

VoelS-Headh 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital  single-year  expenditure  sub-total 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  Capital  Expenditure  • Vote 

369,675 

61,557 

51,724 

68.122 

71.767 

71,767 

71,767 

48.915 

60.074 

64,643 

Caoital  Exoenditure  • Standard 

Go^emar»ce  and  administration 

321,156 

2,251 

10,456 

3,087 

3,306 

3,306 

3,307 

3,079 

1,183 

966 

Executive  and  council 

24 

21 

4 

2 

2 

2 

2 

Budget  and  ireasury  o*ce 

321,132 

2,230 

206 

308 

235 

235 

235 

335 

282 

18 

Corporae  services 

10,246 

2,777 

3,070 

3,070 

3,070 

2,744 

902 

948 

Community  and  public  safety 

2,566 

2,776 

2,946 

3,107 

3,246 

3,246 

3,239 

2,955 

1,707 

1,370 

Community  and  sooal  services 

524 

603 

293 

518 

561 

561 

561 

1,155 

610 

584 

Sport  and  recreaoon 

2,011 

1,757 

1,397 

2,062 

2,229 

2,229 

2,229 

1,226 

697 

576 

Pubtc  safety 

31 

416 

1,226 

527 

449 

449 

449 

574 

400 

210 

‘lousing 

HeaWi 

24 

Economic  and  enWronmentaf  services 

24,511 

23,264 

26,027 

28,020 

34,259 

34,259 

34,259 

17,517 

19,023 

18,825 

Planning  and  devdopmeni 

149 

15 

Road  transport 

24,324 

23,235 

20,027 

28,020 

34,259 

34,259 

34,259 

17,517 

19,023 

18,325 

Environmental  proecoon 

38 

14 

500 

Trading  services 

21,393 

33,249 

18,362 

33,908 

36,%2 

36,962 

30,962 

25,305 

38,160 

43,483 

Becsioty 

4,883 

10,961 

9,784 

15,743 

13,482 

13,482 

13,482 

7,909 

18,389 

24,870 

Water 

6,454 

5,659 

4,032 

7,987 

5,995 

5,995 

5,995 

11,710 

6,770 

11,243 

Wase  v/aer  management 

9,035 

16,629 

3,896 

8,678 

10,055 

10,055 

10,055 

5,745 

10,547 

4,718 

Waste  management 

1,021 

590 

1,500 

1,430 

1,430 

1,430 

- 

2,455 

2,653 

Other 

56 

17 

Total  Capital  Expenditure  • Standard 

3 

369,675 

61,557 

51,724 

68,122 

71,767 

71,767 

71,767 

48,915 

60,074 

64,643 

Funded  by 

National  Government 

26,000 

28,794 

6,742 

14,337 

13,447 

13,447 

13,447 

14,188 

13,826 

18,868 

Provincial  Government 

2,762 

1,713 

110 

2,095 

1,565 

1,565 

1,565 

181 

^stnct  Muniapality 

81 

275 

990 

Otier  transfers  and  grants 

3,205 

- 

9,000 

13,000 

Transfers  recognised  ■ capital 

4 

32,049 

M,782 

7,842 

16,432 

15,012 

15,012 

15,012 

14,309 

22, 8» 

31,868 

Public  contributions  & donations 

3 

Borrowing 

6 

9,478 

14,808 

22,023 

25,000 

25,000 

25,000 

25,000 

16,250 

16,150 

17,250 

internally  generated  funds 

328,148 

15,967 

21,859 

26,690 

31,755 

31,755 

31,755 

18,296 

21,098 

15,526 

Total  Capital  Funding 

7 

369,675 

61,557 

51,724 

68,122 

71,767 

71,767 

71,767 

48,915 

60,074 

64,643 
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Explanatory  notes  to  Table  A5  - Budgeted  Capital  Expenditure  by  vote, 
standard  classification  and  funding  source 

1 . Table  A5  is  a breakdown  of  the  capital  programme  in  relation  to  capital  expenditure  by 
municipal  vote  (multi-year  and  single-year  appropriations);  capital  expenditure  by 
standard  classification;  and  the  funding  sources  necessary  to  fund  the  capital  budget, 
including  information  on  capital  transfers  from  national  and  provincial  departments. 

2.  The  MFMA  provides  that  a municipality  may  approve  multi-year  or  single-year  capital 
budget  appropriations. 

3.  The  total  2011/12  Capital  Budget  of  R71 ,767  million  decreases  dramatically  for  2012/13 
to  R48,91 5 million.  The  decrease  is  because  of  a shortage  of  own  capital  financing  within 
Hessequa.  In  the  outer  years  the  Capital  Budget  increases  to  R60,074  million  (22,8%)  in 
2013/14  and  R64,643  million  in  2014/15  (7,6%). 

4.  The  highest  allocation  for  201 2/1 3 are  as  follows: 

• Road  Transport  - R1 7,51 7 million 

• Sewerage  - R5,745  million 

• Electricity  - R7,909  million 

• Water- R1 1,710  million 

5.  The  capital  programme  is  funded  from  capital  and  provincial  grants  and  transfers,  public 
contributions  and  donations,  borrowing  and  internally  generated  funds.  The  Capital 
programme  for  2012/1 3 is  funded  as  follows: 

• Internally  generated  funds  (CRR)  - R1 8,296  million 

• External  Loans  - R1 6,250  million 

• Grants  and  Transfers  - R14,369  million 


Table  20  MBRR  Table  A6  - Budgeted  Financial  Position 


D«9crjption 

Ref 

2008/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Frame^^ork 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2612/13 

+1  2013/14 

+2  2014/15 

ASSETS 

Current  assets 

Casti 

4 

6 

2,102 

1,800 

1,800 

1,800 

1,800 

1,122 

4,381 

6,095 

Cail  investment  deposits 

105,540 

62,440 

70,021 

41,718 

26,106 

26,106 

26,106 

14,302 

11,823 

34,635 

Consumer  deters 

tfooe 

28,573 

25,603 

26,600 

26,600 

26,600 

26,600 

18,755 

15,236 

11,765 

Other  debtors 

4,022 

3,754 

2,982 

382 

382 

382 

382 

382 

382 

382 

Current  pomon  o(  longUErm  receivables 

179 

2 

2 

2 

2 

2 

2 

2 

2 

2 

hveniiory 

2 

756 

896 

818 

835 

835 

835 

835 

840 

845 

853 

Total  current  assets 

124.507 

95.680 

101,528 

71,337 

55.724 

55,724 

55,724 

35.402 

32V669 

53,732 

Non  current  assets 

LonguErm  receivables 

29 

28 

26 

31 

24 

24 

24 

23 

21 

19 

ii  vestments 

hvestment  property 

fcivestrvent  n Associate 

119,233 

43,093 

43,450 

43,450 

43,450 

43,450 

43,450 

43,450 

43,450 

43,450 

Property,  plant  and  equipment 

3 

353,715 

470,515 

506,235 

564,206 

560,561 

560,561 

560,561 

589,974 

628,320 

668,689 

Agnculiurai 

Biological 

rtiangibie 

Other  non-cunent  assets 

366 

366 

366 

366 

366 

366 

Total  non  current  assets 

1 472977 

513.636 

549,712 

607.687 

604.401 

604.401 

604,401 

633.812 

672.157 

712.525 

TOTAL  ASSETS 

597.483 

609.316 

651,239 

679.024 

660.125 

660.125 

660,125 

669.214 

704.825 

766.257 

LIABILITIES 

Current  liabilities 

Bank  overdrat 

11,132 

1,549 

Bcrtowng 

4 

4,454 

5,804 

8,248 

8,248 

8,248 

8,248 

8,248 

10,087 

9,775 

9,775 

Consumer  deposits 

3,054 

3,120 

3,253 

3,309 

3,309 

3,310 

3,308 

3,363 

3,418 

3,473 

Trade  and  cdier  payables 

4 

55,859 

33,394 

41,314 

27,259 

27,259 

27,259 

27,259 

21,762 

24,754 

26,553 

Provisions 

4,170 

6,311 

7,793 

8,864 

8,864 

8,864 

8,865 

9,987 

11,374 

13,004 

Total  current  liabilities 

78.669 

50.177 

60,607 

47,680 

47,^ 

47,681 

47,680 

45.199 

49,321 

52,806 

Non  current  liabilities 

Bortowng 

33,117 

42,117 

56,356 

73,108 

73,108 

73,108 

73,108 

77,432 

82,800 

90,275 

Provisions 

24,480 

26,203 

35,783 

37,364 

37,364 

37,364 

37,364 

38,108 

39,116 

40,413 

Total  non  current  liabilities 

1 57.597 

68.321 

92,139 

110  472 

110  472 

110.472 

110,472 

115.540 

121,917 

130.688 

TOTAL  LIABILITIES 

136.266 

118.498 

152,746 

158.152 

158152 

158.153 

158,152 

160.740 

171,238 

183.494 

NET  ASSETS 

5 

461,217 

490,818 

498,493 

520,872 

501,973 

501,973 

501,973 

508.474 

533,587 

582,762 

COMMUNITY  WEALTH/EQUITY 

Accumulaied  Surplus/Oe«ctt) 

271,340 

457,890 

455,558 

494,627 

480,793 

480,793 

480,793 

495,590 

530,451 

576,152 

=;eseives 

4 

189,877 

32,928 

42,935 

26,245 

21,130 

21,180 

21,180 

12,384 

3,136 

6,610 

TOTAL  COMMUNfTY  WEALTH/EQUITY 

5 

461,217 

490,818 

498,493 

520,872 

501,973 

561,973 

561,973 

508,474 

533,587 

582,762 

Explanatory  notes  to  Table  A6  - Budgeted  Financial  Position 

1 . Table  A6  is  consistent  with  international  standards  of  good  financial  management 
practice,  and  improves  understandability  for  councilors  and  management  of  the  impact  of 
the  budget  on  the  statement  of  financial  position  (balance  sheet). 

2.  This  format  of  presenting  the  statement  of  financial  position  is  aligned  to  GRAP1,  which  is 
generally  aligned  to  the  international  version  which  presents  Assets  less  Liabilities  as 
“accounting”  Community  Wealth.  The  order  of  items  within  each  group  illustrates  items  in 
order  of  liquidity;  i.e.  assets  readily  converted  to  cash,  or  liabilities  immediately  required  to 
be  met  from  cash,  appear  first. 

3.  SA  3 of  Budget  returns  is  by  an  extensive  table  of  notes  providing  a detailed  analysis  of 
the  major  components  of  a number  of  items,  including: 

• Call  investments  deposits; 

• Consumer  debtors; 

• Property,  plant  and  equipment; 

• Trade  and  other  payables; 

• Provisions  non  current; 

• Changes  in  net  assets;  and 

• Reserves 

4.  The  municipal  equivalent  of  equity  is  Community  Wealth/Equity.  The  justification  is  that 
ownership  and  the  net  assets  of  the  municipality  belong  to  the  community. 
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5.  Any  movement  on  the  Budgeted  Financial  Performance  or  the  Capital  Budget  will 
inevitably  impact  on  the  Budgeted  Financial  Position.  As  an  example,  the  collection  rate 
assumption  will  impact  on  the  cash  position  of  the  municipality  and  subsequently  inform 
the  level  of  cash  and  cash  equivalents  at  year  end.  Similarly,  the  collection  rate 
assumption  should  inform  the  budget  appropriation  for  debt  impairment  which  in  turn 
would  impact  on  the  provision  for  bad  debt.  These  budget  and  planning  assumptions  form 
a critical  link  in  determining  the  applicability  and  relevance  of  the  budget  as  well  as  the 
determination  of  ratios  and  financial  indicators.  In  addition  the  funding  compliance 
assessment  is  informed  directly  by  forecasting  the  statement  of  financial  position. 


Table  21  MBRR  Table  A7  - Budgeted  Cash  Flow  Statement 


Dtacription 

Ref 

2«0S/9 

2609/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Pre-audit 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2012/13 

♦1  2013/14 

♦2  2014/15 

CASH  FLOW  FROM  OPERATING  ACTIVITIES 
Receipts 

Ratepayers  and  other 

133,347 

139,194 

175,482 

188,370 

189,853 

189,853 

189,853 

214,927 

253,826 

282,536 

Goveftimeni  - operaong 

43,423 

97,743 

50,165 

49,005 

53,778 

53,778 

53,778 

50,798 

46,189 

49,623 

Govern  merit -capital 

28,844 

30,782 

7,842 

16,432 

15,012 

15,012 

15,012 

14,340 

13,826 

18,868 

Mterest 

Dividends 

11,775 

6,938 

5,031 

5,040 

4,331 

4,331 

4,331 

4,020 

4,140 

4,260 

Payments 

Suppliers  and  employees 

(151,826) 

(255,325) 

(208,123) 

(231,315) 

(236,396) 

(236,396) 

(236,396) 

(248,346) 

(265,754) 

(285,743) 

Finance  changes 

(3,815) 

(4.260) 

(5,601) 

(7,617) 

(7,617) 

(7,617) 

(7,617) 

(9,414) 

(10.448) 

(11.656) 

Tran  sters  and  Grants 

NET  CASH  FROM/(USED)  OPERATING  ACTIVITIES 

61.748 

15.072 

24.796 

19,914 

18.%1 

18.961 

18,961 

26,326 

41.779 

57.888 

CASH  FLOWS  FROM  INVESTING  ACTIVITIES 
Receipts 

Proceeds  on  disposal  of  ppe 

57S 

712 

3,225 

20,150 

1,150 

1,150 

1,150 

1,000 

10,000 

20,000 

Decrease  (hcrease)  in  non-current  debtors 

242 

198 

(8) 

2 

2 

2 

2 

2 

2 

2 

Decrease  fmcnease)  other  non-current  receivables 

(25) 

(25) 

(25) 

Decrease  (increase)  n non-current  investrrents 

Payments 

Capital  assets 

(52,050) 

(61,577)1  (43,144) 

(68,122) 

(71,167) 

(71,167) 

(71,167) 

(47,154) 

(58,376) 

(62,326) 

NET  CASH  FROM/(USED)  INVESTING  ACTIVITIES 

(51.229)1  (66.666) 

(39.928) 

(47.970) 

(70.040) 

(70,040) 

(70,040) 

(46,152) 

(48,374) 

(42,324) 

CASH  FLOWS  FROM  FINANCING  ACTIVITIES 
Receipts 

Short  term  loans 

Borrpynng  long  term'refnanong 

3,869 

12,012 

26,224 

25,000 

25,000 

25,000 

25,000 

16,250 

16,150 

17,250 

ncrease  (decrease)  in  consumer  deposits 

135 

66 

134 

56 

56 

56 

56 

55 

55 

55 

Payments 

Repayment  of  borrovnng 

(6,450) 

(8,741) 

(8,741) 

(8,741) 

(10,087) 

(10,444) 

(9,775) 

NET  CASH  FROM/(USED)  FINANCING  ACTIVITIES 

4,063 

12,078 

26,358 

18,606 

16, 'sis 

16,315 

16,315 

6,218 

5,761 

7,530 

NET  INCREASE/  (DECREASE)  IN  CASH  HELD 

14,522 

(33,516) 

11,226 

(9,450) 

(34,764) 

(34,764) 

(34,764) 

(13,609) 

(834) 

23,094 

Cash/cash  equivalents  at  Ihe  year  begin: 

2 

79,891 

94,413 

60,897 

72,123 

62,674 

62,674 

62,674 

27,910 

14,302 

13,468 

Cash/cash  eguivalenis  at  Jie  year  end 

2 

94,413 

60,897 

72,124 

62,674 

27,910 

27,910 

27,910 

14,302 

13,468 

36,562 

Explanatory  notes  to  Table  A7  - Budgeted  Cash  Flow  Statement 


1.  The  budgeted  cash  flow  statement  is  the  first  measurement  in  determining  if  the  budget  is 
funded. 

2.  It  shows  the  expected  level  of  cash  in-flow  versus  cash  out-flow  that  is  likely  to  result  from 
the  implementation  of  the  budget. 

3.  It  can  be  seen  that  the  cash  levels  of  Hessequa  for  the  approved  budget  2011/12 
constituted  in  a net  decrease  in  cash  held  of  R9,450  million  and  a net  cash  equivalent 
totaled  of  R27,91  million  by  30  June  2012. 

4.  The  draft  budget  for  2012/13  reflects  a net  decrease  in  cash  held  of  R13,6  million,  with  a 
net  cash  equivalent  totaled  of  R14,302  million  by  30  June  2013. 

5.  The  2012/13  MTREF  has  been  informed  by  the  planning  principle  of  ensuring  adequate 
cash  reserves  over  the  medium-term. 
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Table  22  MBRR  Table  A8  - Cash  Backed  Reserves/Accumulated  Surplus 
Reconciliation 


Description 

R thousand 

Ref| 

20«8/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framenork 

I Audited 

i Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Pre.audlt 

outcome 

Budget  Year  j 
2012/13  I 

Budget  Year 

♦1  2013/14 

Budget  Year 

+2  2014/15 

Cash  and  investments  available 

Cash/cash  equivalents  at  tie  year  end 

1 i 

94,413 

60,897 

72,124 

62,674 

27,910 

27,910 

27,910 

14,302  1 

13,468 

36,562 

ether  current  investments  >90  days 

(0) 

(0) 

(1) 

(19,156) 

(5) 

(4) 

(4) 

1,122  i 

2,737 

4,168 

Non  current  assets  - nvestments 

1 

- 

- 

- 

- 

- 

- 

- 

- i 

- 

- 

Cash  and  investments  available: 

94.413 

60.897  i 72.123 

43.518  i 27.906 

27,906 

27,906 

15.424  i 

16.204 

40,730 

Aoolication  of  cash  and  investments 

Unspent  condraonai  tansfsrs 

27,196 

9,921 

6,925 

3,000 

3,000 

3,000 

3,000 

200  i 

200 

200 

Unspent  borrowing 

- 

- 

- 

- 

- 

- 

- 1 

- 

- 

Statutsry  requirements 

2 1 

ether  v/odong  caprtal  requirements 

3 i 

10,281 

(6,038) 

7,093 

(2,106) 

(2,325) 

(2,325) 

(2,325) 

2,402  i 

8,040 

13,388 

ether  provisions 

Long  term  investments  coirvmraeq 

< ! 

- 

- 

- 

- 

- 

- 

- 

- j 

- 

Reserves  to  be  bached  by  cash.iinvestments 

5 1 

189,877 

32,928 

42,935 

26,245 

21,180 

21,180 

21,180 

14,234  i 

3,136 

6,610 

Total  Application  of  cash  and  investments: 

227, 3H 

36,8i"i 

56,954 

27,139 

21,855 

21,855 

21,855 

16,836  i 

11,376 

20,198 

Surplusishortfall) 

(132,941) 

24,086 

15,169 

16,379 

6,0M 

6,051 

6,051 

(1,413)1 

4,828 

20,531 

Explanatory  notes  to  Table  A8  - Cash  Backed  Reserves/Accumulated 
Surplus  Reconciliation 

1.  The  cash  backed  reserves/accumulated  surplus  reconciliation  is  aligned  to  the 
requirements  of  MFMA  Circular  42  - Funding  a Municipal  Budget. 

2.  In  essence  the  table  evaluates  the  funding  levels  of  the  budget  by  firstly  forecasting  the 
cash  and  investments  at  year  end  and  secondly  reconciling  the  available  funding  to  the 
liabilities/commitments  that  exist. 

3.  The  outcome  of  this  exercise  would  either  be  a surplus  or  deficit.  A deficit  would  indicate 
that  the  applications  exceed  the  cash  and  investments  available  and  would  be  indicative 
of  non-compliance  with  the  MFMA  requirements  that  the  municipality"s  budget  must  be 
“funded”. 

4.  From  the  table  it  can  be  seen  that  for  the  period  2009/10  to  201 1/12  the  surplus 
deteriorated  from  R24,086  million(2009/10)  to  R6,050  million(201 1/12). 

5.  This  draft  budget  for  2012/13  shows  a shortfall  of  R1,413  million  with  a improvement  in 
the  outer  years  to  a surplus  of  R4,828  million  in  2013/14  and  R20,531  million  in  2014/15. 
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Table  23  MBRR  Table  A9  - Asset  Management 


Description 

Ref 

2006/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framework 

R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full  Year 

Budget  Year 

Budget  Year 

Budget  Year 

Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2012/13 

+1  2013/14 

+2  2014/15 

CAPITAL  EXPENDrrURE 

Total  Ne*  Assets 

347,927 

39,514 

34,335 

27,029 

29.269 

29.269 

31,937 

38,167 

47.441 

Infrastructure  - Road  transport 

6,200 

3,963 

12,537 

5,916 

7,212 

7,212 

8,400 

5,716 

7,000 

Infrastructure  • Electricity 

2,643 

9,189 

2,006 

7,690 

5,366 

5,366 

2,000 

12,025 

19,400 

Infrastructure  - Water 

5,610 

5,153 

3,891 

6,681 

4,727 

4,727 

8,318 

3,900 

8,813 

fr^frastructure  • Sanitation 

8.034 

15,494 

2,591 

2,130 

6,640 

6,640 

4,214 

5,130 

3,230 

Infrastructure  • Other 

70 

- 

- 

- 

75 

75 

- 

150 

150 

hfrastructure 

22,556 

27,025 

22,477 

24,'026 

24,020 

22,933 

26,927 

38,593 

Convnunity 

2,101 

371 

- 

1,065 

1,392 

1,392 

1,724 

724 

1,230 

^efil^ge  assets 

- 

- 

8,326 

- 

- 

- 

- 

- 

- 

kivestment  propetses 

- 

- 

- 

- 

350 

350 

1,050 

- 

- 

Other  assets 

6 

322,870 

5,343 

4,984 

3,548 

3,508 

3,508 

6,230 

10,522 

7,619 

AgnculQjrai  Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

B<oiogical  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

ki  tangibles 

400 

- 

- 

- 

- 

- 

- 

- 

- 

Total  Renevk-al  of  Existing  Assets 

2 

21,746 

22,044 

17,389 

41,092 

42,497 

42,497 

16,978 

21,907 

17,202 

Infrastructure  - Road  transport 

16,875 

16,867 

3,288 

19,936 

25,006 

25,006 

6,866 

8,240 

8,220 

In^astructure  - Electricity 

1,440 

1,447 

7,183 

7,600 

7,600 

7,600 

5,650 

5,460 

4,720 

Infrastructure  • Water 

414 

473 

2,100 

1,106 

1,097 

1,097 

2,407 

2,570 

2,367 

Infrastructure  • Sanitation 

567 

432 

1,687 

5,483 

2,483 

2,483 

795 

4,820 

790 

Infrastructure  - Ofl>er 

- 

- 

- 

- 

- 

- 

- 

- 

- 

lii'asirucaire 

19,297 

i'Q.ns 

14.258 

34,725 

36,786 

36,786 

75,778 

'27,  OM 

76,097 

Convnunity 

288 

401 

202 

2,826 

2,562 

2,562 

580 

255 

545 

ientage  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Investment  propetDes 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  assets 

6 

2,164 

2,404 

2,929 

4,141 

3,749 

3,749 

680 

562 

560 

AgnculQjrai  Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Biologicai  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  Caoital  Exoenditure 

4 

Infrastructure  • Road  transport 

23,075 

20,850 

15,825 

25,852 

32,218 

32,218 

15,266 

13,956 

15,220 

Infrastructure  - EJectricty 

4,083 

10,636 

9,189 

15,290 

12,966 

12,966 

7,650 

17,485 

24,120 

Infrastructure  - Water 

6,024 

5,626 

5,991 

7,787 

5,824 

5,824 

10,725 

6,470 

11,180 

Infrastructure  - Sanitation 

8,601 

15,926 

4,278 

7,613 

9,123 

9,123 

5,009 

9,950 

4,020 

Infrastructure  - OfDer 

70 

- 

- 

- 

75 

75 

- 

150 

150 

nf'astnjcaire 

47,853 

51038 

35,283 

56,542 

'60,205 

60,205 

38,657 

'48,077 

54.690 

Coovnunity 

2.369 

772 

202 

3,891 

3.954 

3.954 

2.304 

979 

1.775 

-tentage  assets 

- 

- 

8,326 

- 

- 

- 

- 

- 

- 

livescment  properses 

- 

- 

- 

- 

350 

350 

1,050 

- 

- 

Oher  assets 

325,034 

7,747 

7,913 

7,689 

7,257 

7,257 

6,910 

11,084 

8,179 

Agncultural  Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Intangibles 

400 

- 

- 

- 

- 

- 

- 

- 

- 

TOTAL  CAPITAL  EXPENDITURE  • Asset  class 

2 

369,676 

61,557 

51,724 

68,122 

71,766 

71,766 

48,915 

60,074 

64,643 

ASSET  REGISTER  SUMMARY  - PPE  (WDV> 

5 

Infrastructure  - Road  transport 

Infrastructure  - Electricity 

Infrastructure  • Water 

Infrastructure  - Sanitation 

Infrastructure  - Ofl>er 

353,714 

470,515 

506,235 

564,206 

560,561 

560,561 

539,974 

628,320 

668,639 

nf’asmjcture 

353^  774 

'470,575 

506,235 

564,206 

5'M,567 

560,561 

589,974 

628,'320 

668,689 

Community 
-fentage  assets 

Investment  properties 

119,233 

43,093 

43,450 

43,450 

43,450 

43,450 

43,450 

43,450 

43,450 

Other  assets 

Agncultural  Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Biological  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

^tangibles 

- 

- 

- 

- 

366 

366 

366 

366 

366 

TOTAL  ASSET  REGISTER  SUMMARY  - PPE  {WD\ 

5 

472, W7 

513, 

549,685 

607,656 

^,377 

604,377 

633,790 

672,136 

712,505 

EXPENDITURE  OTHER  ITEMS 

Denreciation  A asset  impairment 

9,665 

14,131 

15,598 

16,476 

16,476 

16,476 

17,741 

19,699 

21,956 

Reoairs  and  Maintenance  bv  Asset  Class 

3 

11,125 

11,372 

12,476 

12,908 

12,662 

12,662 

12,510 

13,600 

14,618 

Infrastructure  - Road  transport 

2,456 

2,329 

2,781 

2,030 

2,030 

2,030 

2,306 

2,141 

2,252 

Infrastructure  ■ Electricity 

1,716 

1,717 

1,439 

1,389 

1,432 

1,432 

1,468 

1,570 

1,670 

Infrastructure  • Water 

414 

473 

634 

367 

367 

367 

448 

482 

517 

Infrastructure  - Sanitation 

567 

432 

485 

295 

295 

295 

328 

349 

367 

Infrastructure  • Other 

166 

187 

222 

218 

218 

218 

179 

270 

288 

nf-astructure 

'5,320 

5' 7^' 

5,562 

4.298 

'4.347 

4.347 

4.730 

4.877 

5.094 

Community 

286 

454 

819 

1,003 

743 

743 

953 

908 

954 

ientage  assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

investment  properoes 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other  assets 

6,  7 

5,517 

5,780 

6,095 

7,607 

7,578 

7,578 

6,827 

7,881 

8,569 

TOTAL  EXPENDITURE  OTHER  ITEMS 

20,790 

25,503 

28,074 

29,383 

29,138 

29,138 

30,250 

33,299 

36,574 

Renewal  of  Existing  Assets  as  % of  total  capex 

5 9% 

35  8% 

33  6% 

60  3% 

59  2% 

59  2% 

34  7% 

36  5% 

26  6% 

Renewal  of  Existing  Assets  as  % of  deprecn" 

225  0% 

755  0% 

777  5% 

249  4% 

257  9% 

257  9% 

95  7% 

777  2% 

78  3% 

R&Wasa  % of  PPE 

3 7% 

2 4% 

2 5% 

2 3% 

2 3% 

2 3% 

2 7% 

2 2% 

2 2% 

Renewal  and  R&M  as  a K of  PPE 

70% 

70% 

50% 

90% 

90% 

90% 

50% 

50% 

40% 

Explanatory  notes  to  Table  A9  - Asset  Management 

1.  Table  A9  provides  an  overview  of  municipal  capital  allocations  to  building  new  assets  and 
the  renewal  of  existing  assets,  as  well  as  spending  on  repairs  and  maintenance  by  asset 
class. 

2.  National  Treasury  has  recommended  that  municipalities  should  allocate  at  least  40  per 
cent  of  their  capital  budget  to  the  renewal  of  existing  assets,  and  allocations  to  repairs 
and  maintenance  should  be  8 per  cent  of  PPE.  The  allocation  for  new  assets  and 
renewal  of  existing  assets  for  2011/12  and  2012/13  are  as  follows: 

• New  Assets -201 1/12  =40,8%  2012/13  = 65,29% 

• Renewal  of  existing  assets  - 201 1/12  = 59,2%  2012/13  = 34,71% 

Hessequa  on  average  meets  these  requirements. 

In  the  above  table  Hessequa  does  not  meet  the  Repairs  and  Maintenance  at  8%  of  PPE. 

Hessequa  does  not  charge  out  any  transport  or  labour  to  repairs  and  maintenance,  and 

therefore  the  percentage  will  be  much  lower. 


Table  24  MBRR  Table  AlO  - Basic  Service  Delivery  Measurement 


Oeecription 

Ref 

2003/9 

2009/10 

2010/11 

Current  Year  2011/12 

2012/13  Medium  Term  Revenue  & 

Expenditure  Framework 

Outcome 

Outcome 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full  Year 

Forecast 

Budget  Year 

2012/13 

Budget  Yea 

+1  2013/1 

Budget  Year 

+2  2014/15 

Household  service  taroets 

Water: 

Piped  v/aeer  inside  dwelling 

Piped  v/ater  mside  yard  {boi  not  an  dwelling) 
Jsing  pubkc  tap  {at  least  mn  . service  level} 

2 

12,500 

12,696 

12,696 

12,696 

12,696 

12,696 

12,950 

12,950 

12,950 

Other  water  supply  (at  least  rmi  . service  level) 

4 

Minimum  Service  Levs/  and  Above  5ub4otal 

12,696 

12,696 

12,696 

l'2V696 

12,696 

12,950 

12,950 

12,950 

Jsmg  public  tap  (<  mm. service  level) 

3 

Other  v/aoer  supply  {<  mm. service  level) 

No  water  supply 

4 

Beiow  Minimum  Service  Level  subtotal 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  number  of  households 

5 

12.500 

12.696 

12.696 

12.696 

12,696 

12,696 

12,950 

12,950 

12,950 

Sa  nita  ti  on/seifvera  q e: 

Flush  todet  (connected  ID  sev/erage) 

10,047 

10,200 

10,350 

10,514 

10,514 

10,514 

10,724 

10,7 

10,724 

Flush  iDdet  (viith  sepQc  tank) 

Ohemcal  todet 

Pit  toilet  (venQiated) 

Other  toilet  provisions  (>  nwi. service  level) 

2,016 

2,047 

2,083 

2,099 

2,099 

2,099 

2,141 

2,14 

2,141 

Mkiimom  Service  ieve/  and  Above  sub4otal 

12,063 

il247 

12,433 

12,613 

12,613 

12,613 

12,865 

12,86 

12,865 

Bucket  toilet 

Other  toilet  provisions  (<  mm. service  level) 

No  toilet  provisions 

Beknv  Minimum  Service  Levei  sub-tofal 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  number  of  households 

5 

12.063 

12,247 

12,433 

12.613 

12,613 

12,613 

12,865 

12.865 

12,865 

fn^rqy. 

Bectncity  (at  least  mm. service  level) 

4,700 

4,881 

4,996 

5,031 

5,031 

5,031 

5,157 

5,157 

5.157 

Bectncity  - prepad  (mm  . service  leveO 

7,000 

7,605 

7,801 

7.838 

7,838 

7,838 

8,034 

8,034 

8,034 

Minimum  Service  Level  and  Above  subtotal 

11,700 

12,486 

12,797 

12,869 

12,869 

12,869 

13,191 

13,191 

13,191 

Becmoty  (<  mm  . service  level) 

Bectncity  - prepaid  (<  mm.  service  level) 

Other  energy  sources 

Below  Minimum  Service  Level  subtotal 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  number  of  households 

5 

ii,7ob 

i2,m 

12,797 

12,869 

12,  W9 

12,869 

13,191 

13,191 

13,191 

Refuse: 

Removed  at  least  once  a v/eek 

12,152 

12,464 

12,784 

12,784 

12,784 

13,040 

13,040 

13,040 

Minimum  Service  Level  and  Above  subtotal 

Removed  less  tequently  man  once  a week 
Jsing  communal  reiise  dump 

Using  own  reiise  dump 

Other  rubbish  disposal 

No  rubbish  disposal 

Beloiv  Minimum  Service  Level  subtotal 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total  number  of  households 

5 

12.152 

12,464 

- 

12.784 

12, 7W 

12,784 

13,040 

13,040 

13,040 

Households  receivino  Free  Basic  Service 

7 

Water  (6  kilolitres  per  household  per  month) 

2,163 

3,299 

4,375 

4,725 

4,725 

4,725 

5,000 

5,100 

5,100 

Sanitation  (free  mmimum  level  service) 

2,163 

3,298 

4,204 

4,378 

4,378 

4,378 

5,000 

5,100 

5,100 

Becincity/other  energy  (50kwh  per  household  per  nx 

2.163 

3,298 

4,375 

4,725 

4,725 

4,725 

5,000 

5,100 

5,100 

Retise  (removed  at  least  once  a week) 

2,163 

3,298 

3,216 

4,400 

4,460 

4,460 

5,000 

5,100 

5,100 

Cost  of  Free  Basic  Services  orovided  (R*000> 

3 

Water  (6  kilolitres  per  household  per  month) 

290 

275 

284 

319 

319 

319 

357 

382 

415 

Sanrtaoon  {free  sanrtaoon  service) 

147 

263 

271 

306 

306 

306 

402 

422 

456 

Bectncity /other  energy  {SOkwh  per  household  per  me 

132 

132 

143 

171 

171 

171 

200 

179 

197 

Retise  {refYvoved  once  a v/eek) 

125 

212 

229 

247 

247 

247 

332 

359 

364 

Total  cost  of  FBS  provided  (minimum  social  paedea* 

694 

881 

926 

1.043 

1,043 

1,043 

1,292 

1.342 

1,432 

Hiohest  level  of  free  service  orovided 

Property  rates  (R  value  threshold) 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

50,000 

Water  (kilolitres  per  household  per  month) 

6 

6 

6 

6 

6 

6 

6 

6 

6 

SanitaQon  (kilolifres  per  household  per  month) 

- 

- 

- 

- 

Sanitation  (Rand  per  household  per  month) 

- 

- 

- 

- 

Bectncity  (kwh  per  household  per  month) 

50 

50 

50 

50 

50 

50 

50 

50 

50 

Reiise  {average  litres  per  v/eek) 

- 

- 

- 

- 

Revenue  cost  of  free  services  orovided  fR*00(b 

9 

Property  rates  {R15  (XX)  threshold  rebate} 
Property  rates  (other  exemptjons,  reductions 

2,457 

2,771 

3,030 

3,283 

3,283 

3,283 

3,578 

4,008 

4,408 

and  rebates) 

665 

919 

992 

1,084 

1,084 

1,034 

1,306 

1,376 

1,476 

Water 

3,476 

3,297 

3,407 

3,826 

3,826 

3,826 

4,289 

4,579 

4,979 

Sanitation 

1,760 

3,152 

3,250 

3,676 

3,676 

3,676 

4,326 

5,067 

5,473 

Bectncity/other  energy 

1,538 

1,583 

1,710 

2,055 

2,055 

2,055 

2,406 

2,149 

2,364 

Retise 

1,504 

2,539 

2,742 

2,962 

2,962 

2,962 

3,981 

4,306 

4,369 

Vluniapal  Housing  - rental  rebates 

Housing  • top  structure  subsidies 

Other 

6 

307 

307 

307 

132 

132 

132 

309 

325 

351 

Total  revenue  cost  of  free  services  provided 
(total  social  package) 

11,757 

14,568 

15,438 

17,018 

17,018 

17,018 

20,695 

21,810 

23,420 

Explanatory  notes  to  Table  AlO  - Basic  Service  Delivery  Measurement 

1.  Table  A10  provides  an  overview  of  service  delivery  levels,  including  backlogs  (below 
minimum  service  level),  for  each  of  the  main  services. 

2.  Hessequa  continues  to  make  progress  wherever  backlogs  exist. 

3.  The  budget  provides  for  5 000  households  to  be  registered  as  indigent  in  2012/13  in 
accordance  with  the  Hessequa  Indigent  Policy  and  therefore  entitled  to  receiving  Free 
Basic  Services.  The  number  is  not  set  to  increase  much  in  the  outer  years. 

4.  It  is  anticipated  that  free  basic  services  and  rebates  on  rates  will  cost  the  municipality 
R20,695  million  in  2012/13,  increasing  to  R21,810  million  in  2013/14  and  increasing  to 
R23,420  million  in  2014/15.  This  is  covered  by  the  municipality’s  equitable  share 
allocation  from  national  government. 


